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AMENDATORY REPAYMENT CONTRACTS—NORTH 
PLATTE PROJECT 


THURSDAY, APRIL 24, 1952 


House or Representatives, 
SUBCOMMITTEE ON IRRIGATION AND Rec:.\MATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAtIrs. 
Washington, mt. 

The subcommittee met. at 10 a. m., in the committee room of thie 
House Committee on Interior and Insular Affairs, Hon. Clair Engle 
(chairman of the subcommittee) presiding. 

Mr. Eneie. The Subcommittee on Irrigation and Ree lamation will 
be in order for consideration of H. R. 6723 

The Chair would like to call stheditien to the fact that we have 
with us gc morning the former distinguished Ciairman of our 
Committee, J. Hardin Peterson of Florida. | Applause. | 

Mr. Pererson. Thank you, Mr. Chairman. 

Mr. Exeir. We should be glad to have you spend a little time with 
us, if you have time. 

Mr. Preverson. Fine. Thank you. I shall be with you for a few 
minutes, 

Mr. Enoie. It is always mce to see you in Washington, and especial- 
ly so when you come Pete to the committee. 

If. R. 6723 is a bill to approve contracts negotiated with the Gering 
and Fort Laramie irrigation district, the Goshen irrigation district, 
and the Pathfinder irmgation district, and to authorize their execu- 
tion: to authorize the execution of contracts with individual water 

might contractors on the North Platte Federal reclamation project 
and with the Northport irrigation district, and for other purposes. 

(‘The bill is as follows:) 

[H. R. 6723, 82d Cong., 24 sess. ] 
A BILL To approve contracts negotiated with the Gering and Fort Laramie Irrigation 

District, the Goshen Irrigation District, and the Pathfinder Irrigation Distriet, and to 

authorize their execution : to authorize the execution of contracts with individual water 


right contractors on the North Platte Federal reclamation project and with the North 
port Irrigation District ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the contract with the Gering and Fort 
Laramie oe District, which was approved by the district electors on 
November 15, 1951; the contract with the Goshen Irrigation District, which 
was perce | by the district electors on November 15, 1951: and the contract 
with the Pathfinder Irrigation District, which was approved by the district 
electors on November 15, 1951, all of which have been negotiated by the Secre 
tary of the Interior (hereinafter referred to as the Secretary), pursuant to 
subsection (a) of section 7 of the Reclamation Project Act of 1939 (53 Stat. 1187; 
43 U. S. C. 485), are hereby approved and the Secretary is hereby authorized to 
execute them on behalf of the United States. 
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Sec. 2. The Secretary is hereby authorized to execute on behalf of the United 
States— 

(a) contracts with individual water right contractors on the North Platte 
Federal reclamation project whose lands are not included within the bound- 
aries of a project irrigation district which contracts shall provide, among 
other things, (i) that said water user shall relinquish his interest in the 
present and potential power revenues of or related to the North Platte 
project; (ii) that the power acquisition consideration for each contractor, 
which shall be the proportionate part of $6,636,873 represented by the ratio 
of the contractor’s irrigable acreage to the total irrigable acreage of the 
project, as determined by the Secretary, shall be applied as a credit upon 
the water user's obligation to the United Sates for construction charges and 
for future charges for operation and maintenance of project works; (iii) 
that the miscellaneous revenues accruing to the benefit of the water user, 
pursuant to subsection I and J of section 4 of the Act of December 5, 1924 
(43 Stat. 672, 708), shall be retained by the United States for the establish- 
ment and maintenance of a fund in an amount fixed by the Secretary to be 
used by the Secretary for replacement and operation and maintenance of 
project works operated and maintained by the United States; and 

(b) a contract with the Northport Irrigation District, which shall be 
amendatory of the contract of August 19, 1948, between the United States 
and the district (authorized by the Act of Congress dated May 25, 1948 
(62 Stat. 273)), which amendatory contract shall provide, among other 
things, (i) that the district shall relinquish its interest in all present and 
potential power revenues of or related to the North Platte project: (ii) 
that the district’s power acquisition consideration of $403,828 shall be ap- 
plied by the United States, until that amount has been exhausted, toward 
the payment of the annual cost of the carriage of the district’s water through 
the Farmers Irrigration District canal: Provided, however, That the annual 
payments thus to be made shall in no event exceed $8,000 per year; and 
(iii) that the proportionate part of the miscellaneous revenues accruing 
to the benefit of the district, pursuant to subsections I and J of section 4 
of the Act of December 5, 1924, shall be retained by the United States for 
the establishment and maintenance of a fund, in an amount to be fixed the 
Secretary, to be used by the Secretary for replacement and operation and 
maintenance of project works operated and maintained by the United States. 

Sec, 3. The authority granted in section 2 of this Act to make contracts shall 
continue for five vears from the effective date of this Act, but the power acquisi- 
tion consideration provided in section 2 of this Act for the individual water 
right contractors and for the Northport Irrigration District shall be reduced 
by whatever amount of net power revennes shall have accrned to the benefit of 
such individual water right contractors or to the Northport Irrigation District 
after June 30, 1950, by virtue of their not having previously relinquished their 
respective interests in said power revenues. 

Sec. 4. Miscellaneous revennes accruing pursuant to subsections I and J of 
section 4 of the Act of December 5, 1924, on behalf of those who have contracted 
with the United States pursnant to this Act shall be deposited in a special deposit 
account in the Treasury Department, and such revenues may be expended, as in 
such contracts provided, for the replacement of the project works operated and 
maintained by the United States and to supplement funds advanced by the 
water users to meet annual costs of operation and maintenance of such works. 

Sec. 5. This Act is declared to be a part of the Federal reclamation laws as 
these are defined in the Reclamation Project Act ef 1989 (53 Stat. 1187). 


Mr. Ener. Dr. Miller, do you desire to make an opening state- 
ment ? 
STATEMENT OF HON. A. L. MILLER, A REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF NEBRASKA, AND MEMBER, COMMIT- 
TEE ON INTERIOR AND INSULAR AFFAIRS 


Mr. Miruer. I desire to make a very brief statement, Mr. Chairman, 
The witnesses here are prepared to go into detail much better than I 
would be able to do. The bill was introduced at the request of the 
irrigation districts. It affects four irrigation districts. They have 
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had two years of negotiations on the sale of their power contracts, and 
they have agreed pretty generally, with the exception of the Northport 
Irrigation District and they will be left out of this bill. 

I think as the evidence is presented we will find that the Northport 
Irrigation District can be stricken from the bill, and everybody will be 
happy. I do not believe that it will hurt the program, which should 
be completed. 

I would suggest, Mr. Chairman, that we call on Dr. J. B. Fuller 
first. 

Mr. Enexe. Before we do that, may I ask if the Department of the 
Interior has reported? If not, why not ¢ 

Mrs. Arnotp (the Clerk). No, sir. We have not received a report 
on this bill. 

Mr. Mitier. We contacted them several times yesterday. The con- 
ference, I think, showed that they are in agreement with the statement 
which is going to be made by the representatives of the districts. 

It is their problem. They negotiated it at the grass roots. They 
negotiated a contract for the sale with the Bureau of Reclamation, and 
are in agreement. 

The Bureau is here, and can be heard; but I felt that the proper 
procedure this morning was to let the folks who are going to be affected 
out in the “grass roots” testify first. We can always reach the Bureau, 

Mr. Eneie. Yes. 

Mr. Mitier. They want to go home this week. 

Mr. Enevr. That is very proper, Doctor, and we will go right ahead 
and hear them. 

Mr. Mitier. As it develops, you will find that they will be expressing 
the view of the Bureau. The last two witnesses here will represent 
the Bureau. | Discussion off the record. | 

Mr. D’Ewarr. I have a question. Have these contracts been ap- 
proved by the courts? 

Mr. Minter. The original contract, I believe, was. 

Mr. D’Ewarr. Ordinarily they should be approved by the local 
courts. 

Mr. Encir. If the State law requires it. 

Mr. D’Ewarr. I think the Federal law also at least by inference, if 
not directly, requires it. 

Mr. Mintzer. I believe that will be developed as the witnesses 
proceed. 

Mr. ENGL. Sometimes they have court approval. Sometimes they 
approve them in elections. 

Let us hear from Dr. Fuller. Dr. Fuller, we should be glad to hear 
you at this time. Do you have a prepared statement / 


STATEMENT OF DR. J. B. FULLER, PRESIDENT, GOSHEN IRRIGATION 
DISTRICT, NORTH PLATTE PROJECT 


Dr. Futter. Yes. 

Mr. Enexr. If your statement is not too long, it would be perfectly 
all right to read it. Otherwise, I think the committee would prefer to 
have you submit it for the record at the end of your testimony, and 
summarize it at this time. 

We have quite a number of witnesses to hear, and we shall have to 
hurry along. 
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Dr. Futter. The statement is not very long. 

Mr. Encie. You may proceed. 

Dr. Funier. Mr. Chairman and members of the committee, my name 
is J. B. Fuller. I am a farmer living near Torrington, Wyo., where 
_I have owned and operated a farm under the Goshen irrigation dis- 
trict for 30 years. I have been elected by the water users as a commis- 
issioner for the Goshen irrigation district and have been reelected sev- 
eral times and served as such for the past 20 years. We have in excess 
of 500 landowners, comprising over 52,000 acres of irrigable land, who 
have voted almost 100 percent in favor of the proposed contract for 
which I am appearing ehers you today, and which is established as 
H. R. 6723. 

Mr. EnGue. You say they voted almost unanimously ? 

Dr. Futter. Correct. I have a brief statement that I should like to 
file for the record. 

Mr. Enerr. Go right ahead. 

(The statement is as follows:) 


Mr. Chairman and members of the committee, my name is J.B. Fuller. Tama 
farmer living near Torrington, Wyo., where I have owned and operated a farm 
under the Goshen irrigation district for 30 years. I have been elected by the 
water users as a commissioner for the Goshen irrigation district and have been 
reelected several times and served as such for the past 20 years. We have in 
excess of 500 landowners, comprising over 52,000 acres of irrigable land, who have 
voted almost 100 percent in favor of the proposed contract for which I am 
appearing before you today and which is established as H. R. 6723 and 8. 2720. 

I would like to take just a few minutes of your time to acquaint you with the 
beginning of our power development. I think it is not only interesting but has 
a definite bearing on the proposed legislation which is being considered today, At 
the time the Fort Laramie division, comprising 107,000 acres of irrigable lands, 
of the North Platte project was being constructed, the only draglines available 
were either large coal or gas burning—slow burning and extremely expensive to 
operate—or if power were available, electrically operated draglines. There being 
no electrical energy available in this vicinity, it seemed, initially, that it would 
be necessary to use the coal- or gas-burning draglines. However, before construc- 
tion was actually started, the engineers conceived the idea of installing a small 
electric power-generating unit on the Fort Laramie canal, thereby using the 
available fall or head of approximately 100 feet between the Fort Laramie canal 
and the North Platte River for generating power, which canal would eventually 
deliver irrigation water to the Gering-Fort Laramie irrigation district in Ne- 
braska and to the Goshen irrigation district in Wyoming. The engineers’ calcu- 
lations indicated that this generating unit could be used to supply power for 
the construction of the canal and lateral system, and that after construction 
was completed the unit could be dismantled and it would still result in a savings 
in the over-all construction eost. This was decided upon and the unit was 
installed. However, soon after electrical energy became available, the town of 
Torrington, Wyo., being deficient in a power supply, requested power. The Bureau 
of Reclamation, after due consideration, agreed to supply the power required, 
provided that Torrington would advance the necessary funds to build a connect- 
ing transimission line and would construct and operate their own substation. At 
a later date, and in a like manner and under the same conditions, power was 
furnished to Lingle, Wyo., and to Morrill and Mitchell, Nebr. This worked out 
very satisfactorily in that there was ample power generated to furnish these four 
towns with electrical energy besides what was needed for the construction of 
the project and the revenue from the sale of this power assisted very materially 
in the construction cost. 

However, after the project was constructed and water was made available 
for irrigation purposes, it became apparent that it would be impossible to supply 
these four towns with year-around firm electrical energy without releasing 
storage water during the nonirrigation season, thereby materially affecting the 
irrigation-system water supply. The Bureau had made commitments to these 
four towns and were in somewhat of a quandary as to how to handle the situation 
when the construction of the Guernsey Dam was advocated for water-regulating 
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purposes and also for generating power. This dam was to be constructed pri- 
marily for the purpose of regulating the irrigation water supply, inasmuch as 
our main source of a storage supply was Pathfinder Dam and Reservoir, which 
was located some 200 miles upstream on the North Platte River and it was 
extremely difficult to release water for irrigation purposes with any degree of 
efficiency. The plan of construciing Guernsey Dam for water-regulating pur- 
poses and for generating power was presented to Congress for approval, pro- 
viding that all the costs, including the cost of the power-generating unit, would 
be added to the construction costs to be repaid by the farmers under the project 
2nd that the power revenues, if any, would reduce the farmers’ construction obli- 
gation. This placed the project water users in a power-generating and marketing 
venture with an original capital investment for power purposes of approximately 
1% million dollars which involved untold risk and uncertainties. Congress 
appropriated the necessary funds and work was started on the construction of 
the Guernsey Dam and power plant and the Bureau planned to install one 
unit only initially, being of the opinion that they could not dispose of the elec- 
trical energy generated in excess of one unit. However, before electricity was 
made available, request for power exceeded that which could be generated by 
one unit, and as a result, two units were installed at the Guernsey power plant. 
In order to fully cooperate in the power-disposal venture, some of the small 
towns ran short transmission lines out into the country in order that electrical 
energy might be available to the landowner. Through our power sales, we derived 
a very optimistic view of our power development and the statement was often 
made that the revenues from power would eventually pay off all of our con- 
struction costs and that thereafter the revenues could be applied to our opera- 
tion and maintenance costs. In a comparatively short time, we were able to 
dispose of all the electrical energy that it was possible to generate at both 
the Lingle and Guernsey power plants and the proceeds from the sale of this 
electrical energy were helpful in very materially reducing our annual construe- 
tion obligation. The power revenues to the water users have gradually de- 
creased from a 90-cents-per-acre revenue in 1951 to the 1950 revenue accrual 
of 54 cents per acre. 

In the early 1930's, the Kendrick project was constructed, which included the 
Seminoe Dam and power plant located on the North Platte River immediately 
above the Pathfinder Dam. This dam and power plant was ideally situated for 
the development of large quantities of electrical energy in that the water could 
be used for the Seminoe power generation and restored again at the Pathfinder 
Dam without the loss of any water for irrigation purposes. Shortly after this, or 
in about 1935, the Government became power-minded, and the REA was organized 
which furnished power to many farm operators. With the advent of REA, the 
big clamor was for cheap power in order that larger areas and more people could 
be served and yet the REA venture be self-liquidating. As a cousequence thereof, 
we were requested to reduce our rates and to make thet in line with the sur- 
rounding or competitive area, which meant only one thing and that less power 
revenue to the project waiter user. In 1944, there came the Missouri Basin set-up 
which promoted power generation and distribution facilities over the entire 
area, which surrounded our valley completely and will eventually force us to 
further reduce our rates. In attempting to meet the proposed Missouri Valley 
ultimate power rate of 514 mills per kilowatt-hour, it would necessarily com- 
pletely eliminate any profits from the Lingle and Guernsey power plants. In 
addition, as a consequense of rising prices during and following the Second 
World War, the profits from the power plants have gradually decreased. 

Gentlemen, we are not here to condemn the REA program or cheap electrical 
energy to the rural area or to the general public. We feel that a large quantity 
of low-cost electrical energy will probably develop our western area faster than 
any other one thing. We do want to point out that perhaps we are the victim of 
circumstances. Our power venture was originally entered upon as a business 
venture for profit and now comes the Government with a changing philosophy— 
that of selling power af cost with its resulting benefits for improved rural! life. 

As soon as it became apparent that it was advisable for us to relieve ourselves 
of the power interest, we have attempted to work out a plan whereby the Bureau 
of Reclamation would take over the power interests for a certain consideration, 
which consideration would be applied to reduce our construction repayment 
charges. This is the legislation which is being considered today and we feel that 
it will be a good thing for the water user in that it will reduce construction re- 
payment charges sufficiently to permit the districts to repay their obligation to 
the United States without undue hardships or defaults. We alse feel that the 


ow =~” ‘ 
20759—52 2 











6 AMENDATORY REPAYMENT CONTRACTS—-NORTH PLATTE PROJECT 


contract will be a good thing for the general public in that the Government will 
have control of all power in the area and in this way will be able to effect 
economy in their over-all distribution. 

This concludes my statement, Mr. Chairman and members of the committee, 
and I thank you. 

Dr. Futier. The contracts with the Goshen, the Gering-Fort 
Laramie, and the Pathfinder irrigation districts referred to in H. R. 
6723 were negotiated as provided in the Reclamation Project Act of 
1939. Each has been approved by a vote of the electorate of the 
district concerned in an election held pursuant to State law. Copies 
of the proposed contracts with these three districts, which represent 
about 93 percent of all the North Platte project water users, have 
been furnished to this committee. 

The North Platte project comprises approximately 224,000 irrigable 
acres in Wyoming and Nebraska along the North Platte River. The 
project is divided into three div isions—the Interstate division, cover- 
ing lands in Wyoming and Nebraska: the Northport division, cover- 
ing lands only in Nebraska on the north side of the river; and the Fort 
Laramie division, cov ering lands in Wyoming and Nebraska on the 
south side of the river. With the exc eption of approximately 2.268 
acres of irrigable land in the Interstate division in Wyoming and 
Nebraska, the project lands have been organized into four irrigation 
districts—the Goshen irrigation district in Wyoming, and the Gering 
and Fort Laramie, the | -athfinder, and the Northport irrigation dis- 
tricts in Nebraska. Water was first delvered to lands in the Inter- 
state division in 1908 and became available to all project lands in 
1925. 

The project works were intended originally for irrigation pur- 
poses only, but after construction of the irr igation works the produc- 
tion of hydroelectric power was found to be feasible. The Lingle 
power plant, which was constructed to provide electric energy for 
project construction, furnished energy commercially to nearby towns 
following completion of project construction. In 1925 the plant was 
enlarged to its present capacity of 1,400 kilowatts. In 1927. the 
Guernsey plant, with a capacity of 4,800 kilowatts, was placed in 
operation. The costs of these power facilities became a part of the 
total project costs and were included as part of the repayment obli- 
gation of the irrigation districts and the individual water-right con- 
trac tors. 

Net revenues resulting from the operation of these power facili- 
ties have accrued to the benefit of the water users. The revenues have 
been applied as a credit upon the obligations of the water users to the 
United States. Through June 30, 19: 50, credits amounting to $3,464,- 
462 were so applied. 

The repayment contracts with the Gering and Fort Laramie, the 
Goshen, and the Pathfinder irrigation districts that are now in force 
were entered into in 1926. Each of the 1926 contracts was based 
upon the 5 percent gross crop value repayment plan established in 
the act of December 5, 1924. Under these contracts, each district took 
over the operation and maintenance of the project works serving the 
particular district. 

Common works continued to be operated and maintained by the 
United States. The total contract obligations of the four districts at 
the time of the making of the 1926 contracts and obligations of all 
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other project lands was $20,987,730. As of June 30, 1950, the water 
users had paid in cash $5,340,441, and had received credits from 
ower revenues and other miscellaneous sources totaling $4,846,178, 
lean an over-all construction charge obligation of $10,801,111. 

The annual construction installments of the Gering and Fort Lara- 
mie, the Goshen, and the Pathfinder irrigation districts, still operating 
under the 5-percent gross crop repayment plan, are increasing. ‘They 
are becoming burdensome on the poorer land to the point of exceeding 
the water users’ ability to pay. This fact, coupled with the prospect 
of decreasing returns from project power operations because of de- 
creasing power rates and increasing costs of operation and maintenance 
and replacement of project power facilities, has created an immediate 
repayment problem. 

A fair and reasonable solution of this problem is provided in H. R. 
6723. It provides, in effect, for the relinquishment to the United 
States by the water users of their interest in potential power revenues 
for a fair consideration, the crediting of that consideration to reduce 
the water users’ construction charge obligation to the United States, 
and a scheduling of the repayment of the remaining construction 
charge obligation in a manner that is within the repayment ability 
of the water users. 

The power situation on the North Platte project is not consistent 
with present practices. Under the 1939 act, the water users’ obliga- 
tion does not cover all project costs, including the cost of power fa- 
cilities, and, conversely, the water users do not receive credit on their 
annual charges due the United States to the extent of net power 
profits, as is the case on the North Platte and some other similar 
projects. But the water users’ obligation under the 1939 act embraces 
only those irrigation costs which are estimated to be within their 
ability to repay. Irrigation costs beyond their ability to repay are 
assigned for return from power and other project revenues, but the 
water users have no obligation for their return and their payments 
are not in any way dependent upon the level of power rates or on the 
existence of power revenues. Thus, situations such as that which 
exist on the North Platte project no longer arise under the 1939 
act. 

The maintenance of a high level of rates for North Platte project 
power in order to maintain a high level of net power income as a 
credit against repayment installments that would otherwise be due 
the United States under the irrigation repayment contracts of the 
North Platte water users creates an island of high-cost power in the 
midst of areas where power can be sold at substantially lower rates. 
As long as the water users retain their interest, integration with other 
facilities operated by the United States in adjacent areas and develop- 
ment by the United States of additional North Platte Basin power 
facilities are, as a practical matter, extremely difficult. 

Relinquishment of the water users’ interests in power revenues will 
be mutually advantageous. A comprehensive analysis of all factors 
involved will disclose the fairness of the proposed consideration to 
the water users and the financial feasibility of the proposal for the 
United States. The water users will receive a credit on their con- 
struction charge obligation of $6,636,873, as consideration for their 
interest in the power revenues. This credit was determined by esti- 
mating the total net revenues which would accrue to the water users 
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from the power system. It is based on an analysis of past net reve- 
nues and assumes that the annual net power revenues will continue at 
approximately the same level as now. The water users will also bene- 
fit directly from a reduction in power rates, if such occurs, since prac- 
tically all of them are consumers of electrical energy. 

For the United States the arrangement will remove an obstacle 
to more efficient integration and more complete utilization of the water 
resources of the North Platte Basin than can be attained under ex- 
isting conditions. The gain in efliciency and more complete utiliza-' 
tion of water resources will assure full repayment of the Federal 
power investment. 

Each of the contracts covered by H. R. 6723 (a) provides for a re- 
linquishment to the United States of all the contracting party’s right 
to or interest in power profits from power developments now or 
hereafter constructed ; (4) adopts a reclassification of the lands which 
were made subject to reclassification under the act of May 25, 1926; 
(c) restates each district’s remaining construction charge obligation 
as of June 30, 1950, after applying a credit to its proportionate 
share of the total power acquisition credit; (7) schedules the remain- 
ing obligation in fixed installments considered to be well within the 
water users’ ability to meet; and (¢) provides for establishment and 
maintenance of a fund in the amount of $100,000 to be available for 
expenditure by the Secretary for replacement and rehabilitation of the 
project reserved works (works common to the use of all project water 
users and operated and maintained by the United States). 

The adjusted obligations as set out in the contracts and the repay- 
ment periods, commencing with the year 1951, are as follows: Gering 
and Fort Laramie irrigation district, $1,097,081.65, 43 years; Goshen 
irrigation district, $1,421,203.99, 45 years; Pathfinder irrigation dis- 
trict, $1,200.538.62, 44 years. 

For the Goshen and the Gering and Fort Laramie irrigation dis- 
tricts, the respective contracts will also restate these districts’ re- 
habilitation and betterment repayment obligations to the United 
States. Whereas existing contracts with these two districts call for a 
combined expenditure by the United States of $7,905,300, the proposed 
contracts state this intended expenditure at a maximum of $3,500,000, 
Total repayment time for the rehabilitation and betterment expendi- 
tures remains substantially as in the existing contracts, but the main 
part of the program for rehabilitation and betterment work is to be 
undertaken by the districts through their own financial resources. 

The Pathfinder irrigation district likewise, though not now under 
contract with the United States for financial assistance to carry out 
a rehabilitation and betterment program, will, under provisions of 
the proposed contract, accomplish the necessary rehabilitation and 
betterment of irrigation works in its district through its own financial 
resources. 

In addition to the points already covered, enactment of H. R. 6725 
would provide authority to the Secretary of the Interior to negotiate 
a similar settlement with the owners of approximately 2.268 acres of 
project land not within the boundaries of any of the project irrigation 
districts. 

That, gentlemen, is my prepared statement. 

Mr. Encore. Thank you very much, Dr. Fuller. We appreciate 
your statement. 
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Mr. D’Ewarr. I should like to ask a question or two before the 
witness leaves, if I may. 

Mr. Eneie. Mr. D’Ewart. 

Mr. D’Ewarr. In one place vou said the credit was $4 million, and 
in another place you said the credits to the district would be $6.6 
million. Why is there that difference ¢ 

Dr. Future. 1 think in one place the credits that have already been 
paid by the water users was $4 million. 

Mr. D’Ewarr, And the $6.6 million is what you get for the sale of 
this power plant to the Federal Government é 

Dr. Future. That is right. 

Mr. D’Ewanrr. It is your purpose here to sell this power plant to the 
Federal Government, and in return they will give you some credits 
on repayment of irrigation costs ¢ 

Dr. Furser. That is correct. 

Mr. D’Ewarr. I have one more question. The repayment periods 
under the new contract run around 40 to 45 years, as against what / 
How long have you been paving on the old contract ¢ 

Dr. Futter. We have been paying about 25 vears, although during 
those vears we had a moratorium during the depression vears, where 
we did not pay anything. 

Mr. D’Ewarr. How many vears¢ Did you say 5 years ?¢ 

Dr. FULLER. 25 years. 

Mr. D’Ewart. 25 vears? 

Dr. Fourier. Yes. 

Mr. D’Ewart. During that time you have paid off about half the 
cost of the project ? 

Dr. Furtier. That is right. 

Mr. D’Ewarr. Now, with only half of the costs remaining you find 
yourselves in difficulty and have to come in for relief. Is that the 
point we are to gather here? 

In other words, Why, with only half of the costs remaining to be 
paid, do you have to come in for relief in the matter of repaying the 
rest of it? 

Dr. Funuer. Well, in our past contract with our power credits our 
credits have paid a little more than half of what we have paid. Now 
those are disappearing. 

Mr. D’Ewarr. Did the irrigators not pay anything? 

Dr. Futsrr. The irrigators paid the $4 million. 

Mr. D’Ewarr. They paid the $4 million? 

Dr. Futter. Yes: which you referred to. 

Mr. D’Ewarr. My question still is: Why, with half of your debt 
paid, are you in financial difficulty at the present time? 

Dr. Futter. May I call on Mr. Olsen to answer that ? 

Mr. Ener. May I make a suggestion? Mr. Bashore is here. 

Mr. D’Ewarr. Yes. 

Mr. Eneir. He is going to make the wind-up statement. I hope we 
can get through the testimony of the witnesses. 

Dr. Fuitier. I think that will be covered. 

Mr. Encie. When Mr. Bashore gets on the witness stand he will 
give a round-up of this thing, which I think will clarify a lot of 
points. We want to hear these local people and get their statements 
in the record. 
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Of course, if the committee wants to take time to ask the local people 
questions, that is perfectly permissible; but I suggest to the commit- 
tee members that we should try to reserve our questions, except the 
more obvious ones, especially reserving the technical questions for 
Mr. Bashore. Then we can probably get along faster. 

Mr. D’Ewarr. I have one more question, then. If you cannot an- 
swer it, just say so. 

Really, as I got it, the reason that you want to have relief on this 
project is because you want a lower power rate. That is why I asked 
the previous question. 

Dr. Fuuier. No. 

Mr. D’Ewarr. That is the only reason I can discover, because half 
of your debts are paid. You only owe half of what you originally 
owed, but you come in here with a proposition to trade your power 
plant to the Federal Governiment and in return get a lower power rate 
in this area. That, so far as your statement is concerned, is the only 
reason I see why you are here today. 

Dr. Futter. No. The irrigators want to make this trade with the 
Government because lower power is causing their past power profits 
to disappear. 

Mr. D Ewarr. Who is taking your power sales away from you? 

Dr. 'utLer. Competitive power. 

Mr. D’Ewarr. How do they get permission to serve your customers ? 

Dr. Futuer. They have cheaper rates. 

Mr. D’Ewarr. I will leave those questions; but those are all in my 
mind, and [ want an answer. 

Dr. Futur. I think those will all be answered. 

Mr. Encir, Mr. Saylor, did you have a question ¢ 

Mr. Sayvor. I have a series of questions, but in view of the cir- 
cumstances I will refrain from asking the questions, with the under- 
standing that the local witnesses will all be available to answer 
questions later. 

Mr. Ener. That is very agreeable. We will hear these local wit- 
nesses, and then hold them available, except for questions of clarifi- 
cation, perhaps. 

Thank you very much, Dr. Fuller. 

Dr. Funier. Thank you. 

Mr. Eneve. The next witness is Mr. M. O. Andrews. Mr. Andrews 
is with the Pathfinder irrigation district. Mr. Andrews, I observe you 
have a prepared statement. 


STATEMENT OF M. 0. ANDREWS, ON BEHALF OF THE PATHFINDER 
IRRIGATION DISTRICT OF THE NORTH PLATTE PROJECT 


Mr. Anprews. Yes, sir. 

Mr. Encur. You testified yesterday, I believe. 

Mr. Anprews. Yes, sir; I did. 

Mr. Eneix. You were a very capable witness, and we are giad to 
see you back again. 

Mr. Anprews. Thank you. 

Mr. Eneie. You may either read your statement, which does not 
appear to be very long, or, if you wish, you may file it at the end of 
your summary of it. 
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Mr. Anprews. I would appreciate the opportunity to read it. If 
it is too long at any time, why, stop me and I will try to sum it up. 
Mr. Minuer. I think he could finish in 10 minutes, Mr. Chairman. 
Mr. Encix. Yes. When you come to the table on page 3, please 
just refer to it, and it will be incorporated as a part of your statement. 

Mr. Anprews. All right. 

Mr. Chairman and members of the committee: My name is M. 
Orville Andrews. I live on a farm near Scottsbluff, Nebr., which is 
included within the boundaries of the Pathfinder irrigation district of 
the North Platte project. I have lived in the North Platte Valley 32 
years and on this farm for 16 vears, and make my living by tilling the 
soil and feeding livestock. I am appearing in support of H. R. 6723. 

On behalf of the board of directors of the Pathfinder irrigation 
district, of which I am president, and the land owners within the 
district, | want to thank you for giving me this opportunity to present 
a brief statement. The Pathfinder irrigation district lies on the north 
side of the North Platte River in western Nebraska and includes 
within its boundaries approximately 100,000 acres of irrigable land. 

The bill which you have under consideration will, if approved by 
your committee, and enacted into a law by Congress, permit the Sec- 
retary of the Interior to enter into contracts in which the Pathfinder 
iwrigation district and the Gering-Fort Laramie irrigation district 
in Nebraska. and the Goshen irrigation district in Wyoming relin- 
quish to the Government for a consideration all of their interst in the 
net power revenues of the North Platte project power system. 

This system consists of a hydroelectric plant with an installed capae- 
ity of 6,000 kilovolt-amperes at Guernsey, Wyo.; a hydroelectric plant 
with an installed capacity of 1.750 kilovolt-amperes on the Fort Lara- 
mie canal south of the town of Lingle, Wvo.: seven substations and 221 
miles of transmission lines for the distr ibution of the electrical ener gv 
in wholesale quantities to towns, villages, and industries, and RE A’s in 
eastern Wyoming and western Nebraska. 

The North Platte irrigation project is one of the older Federal irri- 
gation undertakings by the old Reclamation Service. The basic and 
most important feature is the Pathfinder Dam and Reservoir of over 
one million acre-feet capacity. It is located on the North Platte River 
about 45 miles southwest of the oil city of Casper, and its construc- 
tion was started in 1904. Abont 160 miles downstream from Path- 
finder Dam is the Whalen diversion dam, where over a million acre- 
feet of water is diverted annually to serve the lands of the three major 
irrigation districts; namely, the Pathfinder irrigation district, the 
Goshen irrigation district, and the Gering and Fort Laramie irri- 
gation district. 

The Interstate canal which serves the lands of the Pathfinder irri- 
gation district travels about 50 miles through Wyoming and serves 
17,000 acres of land in Wyoming before reaching the W yoming- 
Nebraska State line where our district begins. Construction of the 
Interstate canal was started in 1905, and some water was delivered 
to our lands in 1908. 

Federal Reclamation was in its infaney at that time, and the early 
engineers and water users had much to learn about building and 
operating distribution systems and irrigation farming. Wind ero- 
sion, scouring velocities, leakage, breaks in banks, and so forth, and 
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inexperience in spreading water on the farms all contributed to high 
costs, low crop yields, and general discouragement. 

During the ensuing years both the Bureau of Reclamation and the 
district management have carried out extensive programs of system 
betterments, and in recent years the costs have been uncomfortably 
high. Our board is thoroughly aware of the fact that our carriage 
system must be so maintained as to give dependable water service, and 
feels that for many years to come we must have high operation and 
maintenance costs. We have in mind particularly measures to reduce 
our losses in water distribution. 

The development of hydroelectrical energy in the North Platte 
project area began during World War I. ‘The construction of the 
distribution systems to irrigate lands on the south side of the river was 
under way with steam draglines. Labor was scarce, coal to fire the 
boilers was difficult to obtain, and costs were high. The Bureau of 
Reclamation owned some electric draglines which had just completed 
work on the Rio Grande Valley and had developed some highly com- 
petent dragline operators. 

The small plant near Lingle, Wyo., was decided upon as a con- 
struction feature merely to furnish power to operate the electric drag- 
lines. This was a highly successful venture and at the same time 
several towns in close proximity in eastern Wyoming insisted on being 
permitted to purchase sufficient power for their needs. For many 
years prior to the construction of the Lingle plant there had been 
considerable interest in a dam at Guernsey, Wyo. This dam was first 
proposed as a diversion structure for the so-called Goshen Hole high 
line intended to irrigate considerably more land than is presently 
irrigated on the south side of the river in Wyoming and Nebraska. 

This high line scheme was given up on account of estimated high 
costs, but as more experience was gained with delivering water to the 
north side lands and as more lands were being brought under irriga- 
tion on the south side it became increasingly evident that a regulating 
reservoir would be urgently needed at Guernsey. The great distance 
of 165 miles between Pathfinder Reservoir and Whalen diversion dam 
made it practically impossible to regulate water releases without 
great waste. 

It was finally decided to build the Guernsey Dam and provide for 
power installation, although at that time the largest known pur- 
chaser was the Sunrise Mine of the Colorado Fuel & lron Company. 
In spite of the fact that the power market had hardly started to 
develop, the land owners assumed the cost of building the dam and 
power plant. 

This pioneer venture into the power field by the Bureau of Reclama- 
tion and irrigators involved at the time considerable risk, uncertainty, 
and optimism. The market bas expanded beyond the expectations, 
but I want to emphasize that such expansion is based on successful 
irrigated agriculture as a result of many years of labor and expense 
in developing the lands into a state of fertility and productiveness. 
This market has provided an outlet for power from Seminoe and 
Kortes Dams in Wyoming as well as from the North Platte project 
power system. It exists on the farms and ranches and the businesses 
and industries which have located in the project towns in order to deal 
with the farmers. 
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In accordance with the acts of Congress and departmental decisions 
the landowners on the North Platte project receive an annual credit 
on their construction charges of their per-acre share of the net power 
earnings as determined by the Secretary. The power system is oper- 
ated, maintained, improved and extended by the Bureau of Reclama- 
tion, and all accounts and determinations made by it. There follows a 
tabulation of the annual per-acre credits which the landowners have 
received during the past 10 years. The Pathfinder district receives 
about 45 percent of the total net power revenues of the project power 
system. You will observe a gradual decrease of such credits in recent 
years and the upward trend of district assessments. 

I refer you to that table at the bottom of the page. 

Mr. EnGie. Without objection, the table will be made a part of your 
statement at this point. 

Mr. Anprews. All right. 

(The table is as follows :) 


Comparative Government billing, power credits, and district construction assess- 
ments during past 10 years 





| United States 


billing per acre 
based on 5 per- 
| cent of the Power 
Year average gross credits 
annual acre per acre on . 
, income for the | Class 1 | Class 2 
10 preceding 


District assessment, by class 





; 


Class 3 | Class 4 


| 
| 
| 











years 
$1.29} $0.61 | $0.95 | $0.80) $0.60) $0.25 
1.47 68| .75| .60| .40 20 
| 1.66 | .66| .75| .60/ .40| .20 
1,83 | 68 | 85 | 70 | - 0 - 30 
2.02 | -68 | 1.00 0 | 80 . 65 
2. 25 74} 1.55 | 1.30) 1.05 80 
2.42 66) 180) 150! 1.20 90 
2.61 | ‘39| 205) 1.85| 150 1.10 
2.73 49} 205) 185] 150) 110 
2.87 | 134 255/ 235! 200! 1.60 
| 





Mr. Anprews. Since 1926 our district has been paying to the Gov- 
ernment a construction charge which is 5 percent of the average gross 
annual acre income for the 10 calendar years of record preceding. 
The Secretary under provisions of law has determined that we have 
four classes of land, each of which has a certain ability to pay ac- 
cording to its productivity. The Government bills us for a lump sum 
of 5 percent of the total crop production as mentioned. The district 
tenes must collect a uniform rate per acre for all lands in the same 
class, and, while assessing different rates against the different classes, 
the sum total assessed must be equal to the billing submitted by the 
Government, after applying the net power credits. It is evident, there- 
fore, that we are and Rave en greatly concerned with the decrease in 
our net power credits. 

Mr. Saytor. At this point I should like to request the committee to 
pay particular attention to this next paragraph, which I have read in 
advance of the witness. I think this is a most unusual statement. 

Mr. Enote. Are you referring to the second paragraph ? 

Mr. Savior. The second paragraph on page 4, beginning with “We 
have been in a most unfortunate position.” 


20739—52 3 
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Mr. Encore. You may proceed, Mr. Andrews. 

Mr. Anprews. All right. We have been in a most unfortunate 
— after having provided the major portion of the market, of 

ing under pressure by the Bureau of Reclamation people and they 
in turn by the REA’s for lower wholesale rates, which means prac- 
tically a confiscation of a business which we have built. We might be 
termed an island of high-priced wholesale power as compared with 
the oe con wer from the Colorado-Big Thompson project on 
the south and Missouri Basin power on the north and west. Our 
wholesale rates are about 11 mills and the others about 7 mills. We 
have no quarrel with a philosophy of Government which believes in 
selling power at cost and the resulting great benefits which have im- 
proved rural life. However, we do not intend to permit a confiscation 
of our property by acts of the Government without due compensation. 

About 4 years ago we decided to try to settle the matter in a friendly 
manner by negotiation with the Bureau whereby we would relinquish 
all our interest in the power system for a fair consideration. These 
negotiations have consumed much time and expense during the past 
4 years. We have worked on the proposed contract at scores of regular 
board meetings, special board meetings, joint board meetings, com- 
mittee meetings, and trips to Casper, Wyo., to confer with the regional 
director and his staff. We had the pleasure last summer of showing 
Commissioner Straus over our district and discussing the negotiations 
with him. We found his attitude fair and reasonable and anxious to 
bring the negotiations to a conclusion, 

We have tried to protect our own interests and at the same time 
tried to avoid making unreasonable demands of the Government. It 
has required the writing of many drafts of contracts and revisions 
of drafts, but our board has finally reached an agreement which is 
set forth in full in the contract which H. R. 6723 proposes to authorize. 
You understand that the Secretary must have the authorization from 
the Congress to enter into the contract. 

After the conclusion of our negotiations and approval of the draft 
of contract as to form by the Secretary, our board decided to submit 
the matter at a special election to our landowners. In preparation 
for the election the board decided to explain the contract to our land- 
owners at schoolhouse meetings held in the evenings at places of 
convenient access to our people. These meetings were held at Liberty 
High School on October 30, Sunflower on November 30, Lake Alice 
on November 5, and Wild Horse on November 8. All matters were 
thoroughly discussed and questions asked and .nswered. 

Mr. Asprnaty. Mr. Chairman, before the next paragraph is read, 
I should like to call the attention of the gentleman from Pennsylvania, 
and others who are interested, to it, so that they may listen carefully. 

Mr. Ener. Will you state what paragraph it is? 

Mr. Asprnaty. The second paragraph on page 5, especially the last 
sentence. 

Mr. Mitier. Go right ahead. 

Mr. Anprews. A thoroughly advertised election was held on No- 
vember 15 with the result of 683 votes for and 14 votes against the 

yroposed contract. No landowners residing outside of the State of 
Nebraska were eligible to vote. In talking to some who voted against 
the contract it became evident that they were making a futile protest 
against what they considered a socialistic trend of the Government 














AMENDATORY REPAYMENT CONTRACTS—NORTH PLATTE PROJECT 15 


and did not fully understand that the Government already owned 
the physical property. 

If your committee recommends and Congress authorized the Secre- 
tary to enter into this proposed contract, our existing contract, which 
is specific as to water rights and other matters, remains in effect 
except as modified. The Government will continue to hold the dis- 
trict as a whole liable for the remaining amounts due. The title to 
all storage and distribution works will remain in the Government. 
The Government will continue to have title to all of the project power 
system. It will have complete control of power allotments and rate 
schedules without opposition from us. It will be able to furnish more 
dependable service and to meet emergencies which can be better ac- 
complished through a completely interconnected system. The Gov- 
ernment is relieved of granting in perpetuity a per-acre share of the 
net power profits. There will be no appropriations necessary by the 
authorization of the contract. 

The proposed contract gives our district a credit of about $30 pei 
acre effective June 30, 1950. It reschedules our remaining debt to the 
Government for a period of about 40 years at the rate of about 65 
cents per acre. It is certain that the project irrigation system will 
require expensive upkeep for years to come and must be financed 
through operation and maintenance. We cannot afford to neglec: 
keeping the storage and distribution works in first-class condition, 
because our very existence depends thereon; and, furthermore, some 
of our people are paid up or so nearly so that they have a permanent 
right to the use of such works. With a lowered construction payment 
schedule we hope to keep our system in good condition without having 
a total per-acre cost of construction and operation and maintenance 
greater than we have today. 

We could very quickly experience great difliculty if a repetition of 
1951 conditions are experienced. Several devastating hail and wind- 
storms swept over our district. Livestock feeding has been at con- 
siderable loss. 

Mr. Buner. Mr. Chairman, coming from a potato area, I should 
like to emphasize to the committee the importance of the next sei- 
tence this witness is going to read. 

Mr. Eneie. Appropriate attention will be paid to the next sentence. 
Will you read it loudly, Mr. Andrews? 

Mr. Anprews. All right. For several years we have had to sell our 
potatoes at ruinous prices and just when it appeared that we might 
recoup some of our potato losses with this year’s smaller crop, the price 
controls authorized by Congress placed us in an unfortunate position. 
We are hopeful of more profitable operations, but no one can accu- 
rately predict the economic future. Our present construction obliga- 
tions may or may not become impossible to meet, if the margin between 
farm income and expense continues to narrow. 

We have met our obligations in the past and want to continue to 
do so. We believe our chances for so doing are greatly improved 
under the provisions of the proposed contract. 

This concludes my statement, Mr. Chairman and members of the 
committee; and I again thank you for your patience. 

Mr. Enouie. Thank you, Mr. Andrews. 

Mr. Sayxor. Off the record. [ Discussion off the record. ] 
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Mr. Eneie. The next witness is Mr. Kent Lane. Mr. Lane is with 
the Gering-Fort Laramie irrigation district. Mr. Lane, I observe you 
have a prepared statement. 


STATEMENT OF KENT LANE, ON BEHALF OF THE GERING-FORT 
LARAMIE IRRIGATION DISTRICT OF THE NORTH PLATTE 
PROJECT 


Mr. Lane. Yes, sir. 

Mr. Eneue. If you desire, you may summarize it and submit it for 
the record. I think we are going to have hurry along. I will ask the 
doctor to keep an eye on the time. 

Mr. Minter. Can you summarize it in a little while? 

Mr. Enate. It seems to me that at least the last half hour ought to 
be reserved for Mr. Bashore. 

Mr. Lane. I realize there are several statements here to be read. I 
do not know that I could summarize mine very well. 

Mr. Encxe. Please hurry along. I am afraid some of the witnesses 
are going to have to file their statements, if we are going te give the 
attention that this testimony deserves to Mr. Bashore. You may 
proceed, sir. 

Mr. Lane. Mr. Chairman and members of the committee, my name 
is Kent Lane. I am here representing the Gering-Fort Laramie irri- 
gation district, and in support of H. R. 6723. My father was one of 
the pioneers in the development of irrigation in the North Platte 
Valley. He came over from northern Colorado in the early 1900's 
and homesteaded on the Dutch Flats in the Pathfinder irrigation 
district. Because of his experience in the handling of canals and in 
the distribution of irrigation water, he was employed for several years 
by the Reclamation Service as a watermaster. I have followed in 
his footsteps, homesteading as an ex-serviceman in 1928 south of 
Lyman, Nebr. I have been engaged extensively in irrigated farming 
and livestock feeding since that time. In 1935 I was elected to the 
board of directors of the Gering-Fort Laramie irrigation district, and 
in 1941 I was elected president of the board and have served continu- 
ously in these positions until the present time. 

I want to thank you for the privilege of appearing before you on 
this important matter. 

Perhaps a little history of the Government power plants on the 
North Platte project might be in order. ‘The Lingle power plant was 
the first power plant built by the Bureau of Reclamation on the 
project. It was not built originally with any idea of selling its pro- 
duction commercially, but to furnish power to operate aan. Sool and 
other excavating machinery engaged in the construction of the irriga- 
tion system. This eliminated the costly problem of hauling coal 
long distances to run steam-driven machinery. The cost of this first 
plant was charged against the farmer. Later there developed a com- 
mercial demand for power in excess of the capacity of the Lingle 
plant and the Guernsey power plant was constructed, likewise at the 
cost of the farmer. 

Our contract with the Bureau provides all net revenues from these 
plants be credited to the construction charge against us for the irriga- 
tion system until that cost is liquidated, thereafter operation and 
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maintenance of the reserved works; that is, Pathfinder Reservoir, 
Guernsey Reservoir, and Whalen division works; with any excess to 
be applied for general benefit of the district. This arrangement was 
to run perpetually. It was also our understanding this trade area 
would be protected from competition from other Government power 
outlets, with shortages of power to be supplied by these other outlets 
at rates which would permit a resale profit. This understanding has 
not entirely been kept. 

Our board became concerned shortly after World War II with 
the rapid decline of power profits. This was notwithstanding 
steadily increasing volume of sales. Of course, we recognize that in 
line with the trend of the times increased costs were to be expected, 
but hardly to an extent that would diminish net revenues to so great 
an extent as the records show, especially when the volume of sales of 
kilowatts has so greatly increased. 

Another, and just as vital a problem, is the matter of our present 
repayment contract. ‘This provides an annual repayment based on 5 
percent of the gross crop income per acre, averaged for a period of 10 
years. In the event of a sudden decline in market prices, the drop 
would not appreciably affect the 10-year average until several years 
of low prices had leveled off the average. Such a crisis would jeopar- 
dize the stability of our district, resulting in tax delinquencies and 
foreclosures, or perhaps an appeal to Congress for relief. We like 
to stand on our own legs, and we hope never again, as in the early 
1930's, to be forced to seek congressional relief through moratoria or 
otherwise. 

With these two things in mind, our board in 1946 began thinking 
seriously of putting our house in order. The possibility of transfer- 
ring our power interests to the Government and revising our construc- 
tion repayment schedule begen more and more to have our serious 
consideration. 

We are farmers and not electrical experts, so there seemed little 
point in keeping property of which we have so little knowledge. We 
intimately know something about irrigation and we felt we should 
confine our interests strictly to irrigation. 

Accordingly, in 1947 we started actively to negotiate with the 
Bureau of Reclamation for the disposition of our power interest. From 
the Bureau’s standpoint, it appeared that the acquisition was desir- 
able, because other nonproject power plants under its control could 
be tied in together operationally and then the whole interlocking sys- 
tem could be unified in the matter of policy in the fixing of power rates. 
1 do not think it can be denied that it is incompatible under the 
Bureau’s management to sell power from the Guernsey and Lingle 
power at rates with a reasonable profit motive in mind as contem- 
plated in our contract, and at the same time to sell competitive power 
to consumers as cheaply as possible and without too much regard to 
the profit motives. The two policies are utterly at variance. One 
must yield to the other. And unless this transfer can be accom- 
plished, our district will continue to suffer losses of power profits and 
the Bureau of Reclamation will continue to be embarrassed in attempt- 
ing to operate the Guernsey and Lingle plants for the best interests 
of the water users. 

The negotiations continued over a long period of time. There were 
innumerable conferences with Bureau officials, board meetings, joint 
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ineetings with other districts, trips to the Denver regional office, and 
one trip to Spokane, Wash., to meet with the Commissioner of the 
Bureau of Reclamation. ‘There were proposals and counterproposals 
almost without number. Each of these required time and mature 
study. In December 1950 it appeared that’ we had almost reached 
agreement with the regional office of the Bureau. However, delay 
was again encountered by need for further study. 

At last, the long time spent in those negotiations and the long delays 
encountered in reviewing points of difference caused us to accept the 
Bureau’s figures, and a contract was prepared embodying the transfer 
considerations and setting up a ct schedule for the repayment 
of the resulting unpaid balance of our construction debt. 

An 21h stay the landowners to approve this contract was held 
November 15, 1951, in three divisions of the North Platte project. 
Prior to the elections the landowners were fully appraised of the details 
»f the contract by mail and by holding several schoolhouse meetings. 
{he proposal carried by a vote of 380 to 12. We have about 475 land- 
owners qualified to vote, so the turn-out was about 83 percent of the 
jualified electors, which was very good considering that lots of people 
‘oday just simply will not go to the polls. 

Immediately after the election the matter was given to the Bureau 
for handling, and as a result this bill is before you. 

Gentlemen, I am not here to tell you that our district is getting a 

'00-pereent value out of this transaction. We are not electrical ex- 
verts, and I imagine that even with the experts there would be a con- 
siderable amount of speculation in appraising values in a transaction 
such as this. It is doubtful if two or more independent groups of 
‘xperts would come up with the same value answer. We hired no 
xperts for this purpose. The value of the system, therefore, is the 
‘onclusion of the Bureau of Reclamation. We have accepted its 
‘igures in good faith and we hope our lack of knowledge will not result 
in our future disadvantage. 

In conclusion, I wish to state our district is not here for a hand-out. 
We ask for no charge-off of any part of our debt. We have always 
net our obligations and we expect to continue to do so. This is simply 
t transaction in which we are selling our interest in the revenue of a 
power system because we are not trained in power technique and 
because we need a revision of our repayment contract. 

We are pioneers in the development of irrigation. The North Platte 
project was one of the very first to be undertaken by the Reclamation 
Service. Its cost was wholly charged to the project Jandowners. 
Power was incidental, but its cost was also wholly charged against 
the landowners. These costs are being liquidated. Many projects are 
being built today where, under the multiple-use plan, the costs are 
spread to several beneficiaries and the cost to irrigation is thereby 
reduction. The North Platte project enjoyed no such advantage. 

The proposition is simply this: 

We have an interest in a power system which we are willing to sell. 

The Bureau of Reclamation wants that interest so that it can unify 
‘ts method of over-all power operations. 

No write-off of indebtedness is involved. 

No appropriation of money is required. 

Thank you, gentlemen, for your patience, and I hope this bill meets 
with your unanimous approval, 

Mr. Mitier. Thank you very much, Mr. Lane. 
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Mr. Buper. Mr. Chairman, I would like to ask this witness one 
question. 

In your negotiation with the Bureau, did they offer to make any 
other arrangements with you, other than taking over these power 
plants ¢ 

Mr. Lane. Any other arrangements? I do not know that I under- 
stand. 

The main negotiation was to trade the revenue of power to the 
Government for credit on our construction. That was the first. That 
was the intent. 

Mr. Asprnatu. I think that would be a proper question for Mr. 
Bashore, Mr. Budge. 

Mr. Buper. All right, sir. 

Mr. Asptnatu. Thank you very much, Mr. Lane. Your whole state- 
ment will be made a part of the record. 

The next witness will be Mr. Klingman. 

Mr. Murer. Mr. Chairman, Mr. Klingman said he did not have 
a very long statement. 


STATEMENT OF CHARLES G. KLINGMAN, GERING, NEBR. 


Mr. Kuryeman. Mr. Chairman and members of the committee, I 
have no prepared statement. 

My name is Charles G. Klingman, of Gering, Nebr., and I am secre- 
tary of the Gering-Fort Laramie Irrigation District in which position 
I have been since 1928. I have acted as secretary during all of these 
negotiations when the boards held their joint meetings. 

Of course the question was raised, I think, at the very beginning of 
this meeting as to the necessity of elections on matters of this kind 
in Nebraska. Elections were not necessary. However, the board of 
directors felt that this was of such importance that they wanted to 
secure the sentiment of the actual farmers, and they had this election, 
which carried, as was indicated by Mr. Lane, by a vote of 384 to 12 
against, so that we know that the water users are behind us and we 
all want to see this transfer take place. 

Mr. Asprnauu. Does that conclude your statement, Mr. Klingman ? 

Mr. Kuineman. Yes. 

Mr. AsptnaLu. Thank you very much, Mr. Klingman, for your 
statement. 

Mr. Kurneman. Thank you. 


STATEMENT OF GALEN LOWRY, OF THE GERING-FORT LARAMIE 
IRRIGATION DISTRICT 


Mr. AsprnaLu. The next witness is Mr. Galen Lowry. Will you iden- 
tify yourself for the record, Mr. Lowry ¢ 

Mr. Lowry. Yes; Mr. Chairman and members of the committee; 
my name is Galen Lowry. I live on a farm in the Gering-Fort 
Laramie irrigation district on the south side of the North Platte River. 
My father and mother were pioneer settlers and homesteaded on 
Kiowa Creek in 1876. My entire experience has been in farming and 
stock raising and I understand pretty well what it means to develop 
raw land into a farm—a producing farm. 

I was elected to the board of directors of the Gering-Fort Laramie 
irrigation district in 1936 and have served continuously as its vice 
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president since 1941. I make my living at present by farming and 
feeding livestock. I am appearing in support of H. R. 6723. 

Our board of directors together with the boards of directors of the 
Pathfinder irrigation district and the Goshen irrigation district have 
had under consideration for 5 or 6 years the matter of disposing of our 
interests in the net power profits of the North Platte project power 
system. We have been importuned from time to time for a reduction in 
wholesale rates to meet competition from surrounding power. While 
we do not have the authority to fix rates we have, nevertheless, so far 
been consulted generally by the Bureau of Reclamation in regard to 
the rate structure. 

Any reduction in power rates means a corresponding increase in 

the amount which we must pay for construction and, naturally, we do 
‘not look with favor on rate reductions and have opposed such reduc- 
tions from time totime. As a consequence of this uncomfortable situ- 
ation we have negotiated with the officials of the Bureau of Reclama- 
tion for about 5 years in the hopes that we might arrive at a solution 
which would be satisfactory to the Bureau and to our people. We 
have always had in mind that in any deal with the Bureau and the 
Government we would relinquish our rights in the net profits of the 
power system for a just and fair consideration and the Government 
would then be free to establish a rate structure without any objectioa 
or interference from us. In such an arrangement the Government 
would also be free to supply power to our area from any direction 
and probably give a more dependable service in cases of emergency. 

After many meetings of our boards, and trips to Casper, Denver, 
Spokane, and various places in the valley we finally negotiated a con- 
tract which while it does not give us all the benefits which we would 
like to have we, nevertheless, concluded that it would be a fair solu- 
tion to both sides. 

In order to get the matter before our water users, and in order that 
they might get a fair understanding about it we decided to have an 
election on the contract. Preparatory to such an election we held 
schoolhouse meetings in our district which were generally well at- 
tended. Many questions were asked by the water users and explained 
in detail. As a result of this educational campaign as it has been 
pointed out by Mr. Lane the water users voted overwhelmingly in 
faver of entering into the contract which H. R. 6723 proposes to au- 
thorize the Secretary of the Interior to execute. 

Mr. Chairman and members of the committee, we are by no means 
power experts but are merely a group of farmers building up the North 
Platte project. We do not feel qualified to pass on such technical mat- 
ters but we are constantly aware of the diminishing net returns of 
our power system. We are entirely willing to leave the matter of the 
fixing of power rates completely in the hands of the Bureau of Recla- 
mation. We have spent considerable time and money in working out 
the contract which you have under consideration, and believe that 
after you have analyzed the situation thoroughly that a favorable re- 
port will be rendered by your committee, and authorizing legislation 
will be enacted by the Congress. In that event our problem will be 
serious enough and at the same time absolutely mandatory in keeping 
up the irrigation system which we now operate under a contract with 
the Bureau of Reclamation. 
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Mr. Chairman and members of the committee, I thank you for giv- 
ing me this opportunity to testify in support of H. R. 6723. 

Mr. Asprnati. Thank you very much, Mr. Lowry. Will you hold 
yourself in readiness for any questions that may come later on? 

Mr. Lowry. Yes. 


STATEMENT OF A. E. OLSON, TORRINGTON, WYO. 


Mr. Aspinauu. The next witness on the calendar is Mr. A. E. Olson. 
Do you have a prepared statement statement, Mr. Olson ? 

Mr. Otson. I do. 

Mr. Asprnati. We will be very glad to hear you. 

Mr. Orson. Mr. Chairman and members of the committee, my name 
is A. E. Olson. 

Mr. Asrinauu. If you wish, you might give a short summary of your 
statement, and without objection the entire statement will be made a 
part of the record. 

Mr. Orson. Mr. Chairman, I am a farmer living near Torrington, 
Wyo., where I have owned and operated a farm under the Goshen 
Irrigation District for many years. I have owned land under the 
project for some 30 years, and I have been a director in the Goshen Ir- 
rigation District for 16 years, having been elected by the water users 
as a commissioner, and reelected several times. 

We have in excess of 500 landowners, comprising over 52,000 of 
irrigable land, who have voted almost 100 percent in favor of the 
proposed contract for which I am appearing before you today, and 
which is established as H. R. 6723 and S. 2720. 

I would like to take just a few minutes of your time to acquaint you 
with the beginning of our power development. I think it is not only 
interesting but has a definite bearing on the proposed legislation which 
is being considered today. At the time the Fort Larmie division, com- 

rising 107,000 acres of irrigable lands, of the North Platte project was 

bine constructed, the only draglines available were either large coal 
or gas burning—slow burning and extremely expensive to operate— 
or if power were available, electrically operated draglines. 

There being no electrical energy available in this vicinity, it seemed, 
initially, that it would be necessary to use the coal- or gas-burning 
draglines. 

However, before construction was actually started, the engineers 
conceived the idea of installing a small electric power-generating unit 
on the Fort Laramie canal, thereby using the available fall or head of 
approximately 100 feet between the Fort Laramie canal and the North 
Platte River for generating power, which canal would eventually 
deliver irrigation water to the Gering-Fort Laramie irrigation dis- 
trict in Nebraska and to the Goshen irrigation district in Wyoming. 
The engineers’ calculations indicated that this generating unit could be 
dismantled and it would still result in a savings in the over-all con- 
struction cost. This was decided upon and the unit was installed. 
However, soon after electrical energy became available, the town of 
Torrington, Wyo., being deficient in a power supply, requested power. 

The Bureau of Reclamation, after due consideration, agreed to 
supply the power required, provided that Torrington would advance 
the necessary funds to build a connecting transmission line and would 
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construct and operate their own substation. At a later date, and in 
a like manner, and under the same conditions, power was furnished to 
Lingle, Wyo., and to Morrill and Mitchell, Nebr. This worked out 
very satisfactorily in that there was ample power generated to furnish 
these four towns with electrical energy besides what was needed for the 
construction of the project and the revenue from the sale of this power 
assisted very materially in the construction cost. 

However, after the project was constructed and water was made 
available for irrigation purposes, it became apparent that it would 
be impossible to supply these four towns with year-around firm elee- 
trical energy without releasing storage water during the nonirrigation 
season, thereby materially affecting the irrigation system water sup- 
ply. The Bureau had made commitments to these four towns and 
were in somewhat of a quandry as to how to handle the situation 
when the construction of the Guernsey Dam was advocated for water- 
regulating purposes and also for generating power. 

This dam was to be constructed primarily for the purpose of regu- 
lating the irrigation water supply, inasmuch as our main source of 
a storage supply was Pathfinder Dam and Reservoir, which was lo- 
‘ated some 200 miles upstream on the North Platte River and it 
was extremely difficult to release water for irrigation purposes with 
any degree of efficiency. 

The plan of constructing Guernsey Dam for water-regulating pur- 
poses and for generating power was presented to Congress for ap- 
proval, providing that all the costs including the cost of the power- 
generating unit would be added to the construction costs to be repaid 
by the farmers under the project and that the power revenues, if any, 
would reduce the farmers’ construction obligation, 

This placed the project water users in a power-generating and 
marketing venture with an original capital investment for power pur- 
poses of approximately 1.75 million dollars which involved untold risk 
and uncertainties. 

Congress appropriated the necessary funds and work was started 
on the construction of the Guernsey Dam and power plant and the 
Bureau planned to install one unit only initially, being of the opinion 
that they could not dispose of the electrical energy generated in excess 
of one unit. 

However, before electricity was made available, request for power 
exceeded that which could be generated by one unit, and as a result, 
two units were installed at the Guernsey power plant. 

In order to fully cooperate in the power-disposal venture, some of 
the small towns ran short transmission lines out into the country in 
order that electrical energy might be available to the landowner. 
Through our power sales, we derived a very optimistic view of our 
power development and the statement was often made that the reve- 
nues from power would eventually pay off all of our construction costs 
and that thereafter the revenues could be applied to our operation and 
maintenance costs. In a comparatively short time, we were able to 
dispose of all the electrical energy that was possible to generate at 
both the Lingle and Guernsey power plants and the proceeds from 
the sale of this electrical energy were helpful in very materially reduc- 
ing our annual construction obligation. The power revenues to the 
water users have gradually decreased from a 90-cent-per-acre revenue 
in 1951 to the 1950 revenue accrual of 34 cents per acre. 
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In the early 1930's the Kendrick project was constructed, whic! 
included the Seminoe Dam and power plant located on the North 
Platte River immediately above the Pathtinder Dam. This dam: anc 
power plant was ideally situated for the development of large que.- 
tities of electrical energy in that the water could be used for tiv 
Seminoe power generation and restored again at the Pathfinder Da: 
without the loss of any water for irrigation purposes. 

Shortly after this, or in about 1935, the Government became powe 
minded, and the REA was organized which furnished power to man) 
farm operators. 

With the advent of REA, people could be served and yet the REA 
venture be self-liquidating. As a consequeice thereof, we were re- 
quested to reduce our rates and to make them in line with the sur- 
sounding or competitive area, which meant only one thing and the: 
less power revenue to the project water user. 

In 1944, there came the Missouri Basin set-up which promoted pow: 
generation and distribution facilities over the entire area, whiici. 
surrounded our valley completely and will eventually force us t 
further reduce our rates. 

In attempting to meet the proposed Missouri Valley ultimate powe: 
rate of 5.5 mills per kilowatt-hour, it would necessarily complete}, 
eliminate any profits from the Lingle and Guernsey power plants. 

In addition, as a consequence of rising prices during and following 
the Second World War, the profits from the power plants have gradu- 
ally decreased. 

Gentlemen, we are not here to condemn the REA program or chea; 
electrical energy to the rural area or to the general public. We fee! 
that a large quantity of low-cost electrical energy will probably de- 
velop our western area faster than any other one thing. We do wait 
to point out that perhaps we are the victim of circumstances. Our 
power venture was origially entered upon as a business venture fo: 
profit and now comes the Government with a changing philosophy— 
that of selling power at cost with its resulting benefits for improved 
rural life. 

As soon as it became apparent that it was advisable for us to relieve 
ourselves of the power interest, we have attempted to work out a pla: 
whereby the Bureau of Reclamation would take over the power inter- 
ests for a certain consideration, which consideration would be applied 
to reduce our construction repayment charges. 

This is the legislation which is being considered today and we fee! 
that it will be a good thing for the water user in that it will reduce 
construction repayment charges sufliciently to permit the districts t« 
repay their obligation to the United States without undue hardships 
or defaults. We also feel that the contract will be a good thing for 
the general public in that the Government will have control of all 
power in the area and in this way will be able to effect economy in 
their over-all distribution. 

This concludes my statement, Mr. Chairman and members of the 
committee, and I thank you. 

Mr. Miuier. You stated there are some 500 landowners in this irr- 
gation district. 

Mr. Otson. Over 500. 

Mr. Mitier. What was the vote when they had this vote? 
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Mr. Orson. In our district we vote by acreage, according to the 
State laws in Wyoming, and there were only two ) people i in the entire 
area who actually voted against it, and both of those gentlemen did 
not understand the issue ; they had not appeared at any of the meet- 
ings and they were confused on the i issue, and if we were holding an 
election today those two gentlemen would vote for it; I know that to be 
true. 

Mr. Mitirr. In other words, it would be 100 percent? 

Mr. Orson. We would have 100 percent favoring it; yes. 

Mr. Crawrorp. May I ask the gentleman a question, Mr. Chairman? 

Mr. AsprnaLL. Certainly. 

Mr. Crawrorp. Unless you make this deal and these additional 
savings are made, it means bankruptcy for the district, does it not? 

Mr. Orson. It does. Our present contract that was negotiated 
some years ago, Was a very fine contract for a number of years, during 
the period when our economic conditions were somewhat at a normal 
level; it worked out very nicely, but now during this inflationary 
period, based entirely on the gross revenue, we are now paying 5 
percent of the gross revenue, and our gross revenues are extremely 
high and during this period there might not be any net, but our 
gross revenues are extremely high and under our present contract we 
are forced to pay at that high gross return. 

Our district will not be able to maintain the payments under the 
sxresent contract, and it will be necessary for us to negotiate some 
Lind of a contract or go by default. 

Mr. Crawrorp. In other words, the bigger volume of business you 
do, the quicker you go broke. 

Mr. Orson. That is right. 

Mr. Crawrorp. I have faced that kind of a fight for 30 years with 
people with whom I have been associated who were doing business 
at a loss on unit production, and who wanted to step up the unit 
production. Ihave stated that ven tne we do step up the unit produe- 
tion, can you still sell at a profit by reason of the decreased cost per 
unit, and they would say “No.” I ‘would say all right, the more you 
produce the quicker you go into bankruptcy. 

Mr. Otson. That is the situation. 

Mr. Crawrorp. I think that is the situation you face. 

Mr. Orson. That is definitely true of our case. because it does not 
mean it results in any net revenue; the payments are based entirely 
on the gross, and our gross, of course, is extremely high now. 

Mr. Asprvatn. Thank you very much. Are there any questions? 

Mr. D’Ewarr. What was the gross revenue per acre from the Lara- 
mie Irrigation District last year, according to the latest figures you 
have? 

Mr. Orson. Last year we did not make a gross survey: that was 
pending this bill, and the Bureau did make an ‘estimate, but the acutal 
survey was 2 years ago. 

Mr. D’Ewarr. What did the Bureau’s estimate show ? 

Mr. Otson. This Goshen irrigation, rather than the Fort Lara- 
mie—I do not know that I can recall the exact figures; someone from 
the Bureau of Reclamation can answer that. 

Mr. D’Ewarr. The gross was $19.50? 

Mr. Orson. I do not recall the exact figure. 
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Mr. D’Ewarr. The gross for the Goshen Irrigation District, $19.50 ¢ 

Mr. Oxson. No; it was far above that, I do not know exactly— 
hut it was some place in the neighborhood of $50; the Bureau says 
S70. 

Mr. D’Ewarr. Seventy dollars. 

Mr. Otson. Yes. 

Mr. D’Ewarr. And you pay for the irrigation water, $3.50 per 
acre—did, in 1951 ¢ 

Mr. Orson. That is right. 

Mr. D’Ewarr. That is not so very high for a district like that; 
is it / 

Mr. Orson. That was only for construction charges. The operation 
and maintenance cost is $3 per acre, so by adding ‘the $3 to the $3.50, 
the total is 86.50 for your actual costs. 

Now, one of the reasons that our project has been in operation for 
some little time, and it has been necessary to do quite a little bit of 
rehabilitation work on the project, and the operation and mainte- 
nance costs are about $1.25 for a very short period of time. 

Now, while the Government has been very fine, we need to have some 
funds available for rehabilitation work and we have made an assess- 
ment of S3—as much as possible—to do our rehabilitation work. 

Mr. Asprnann. Thank you very much for your statement. Who is 
the next witness, Dr. Miller? 

Mr. Miuier. Mr. Moranville. 

Mr. Bow. Are we going to have time to hear Mr. Bashore / 

Mr. AspinaLi. We are getting along very well so far. 

We will be very glad to hear from you, Mr. Moranville. 


STATEMENT OF H. C. MORANVILLE, MANAGER, CHIMNEY ROCK 
PUBLIC POWER DISTRICT, BAYARD, NEBR. 


Mr. Moranvitie. Mr. Chairman and members of the committee, my 
name is H. E. Moranville, and I am the manager of the Chimney Rock 
Public Power District at Bayard, Nebr. 

I am here represe snting the ‘followi ing REA projects in support of the 
bill, I. R. 6728 : Roosevelt Rural Public Power District, Mitchell, 
Nebr., who has 850 users; Geri ing Valley Rural Public Power District, 
poe ing, Nebr., who has 280 users: Wheatland Rural Electric Associa- 
tion, Wheatl: ind, W yo., Who has 860 users; Wyrulec Co., Lingle, Wyo., 
who has 1,860 users; and C himney Rock Public Power Distr ict, Bay- 
ard, Nebr., who has 1,160 users. As a representative of the REA proj- 
ects and the 5,000 farm users, I would like to urge the Senate and 
Hiouse of Representatives to take action as soon as possible on this bill. 

To give a brief outline of the power situation in the North Platte 
Valley in western Nebraska and eastern Wyoming, when irrigation 
was started in the valley there were no power plants installed. 

However, it was not very long until the need for power became evi- 
dent and the irrigation distr icts that were interested in the Guernsey, 
Wyo., Dam, bonded their land to install generators at Guernsey and 
Lingle, Wyo. 

These plants were later tied in with the Bureau of Reclamation 
power system. As there were no dams below these plants, water 
could not be wasted and the plants could not operate at a full capacity 
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uring the winter months when water was not being used for irriga- 
ton purposes. It was therefore necessary to bring power into the 
area from other Bureau projects, namely Kendrick ‘and the Missouri 
River Basin project (Kortes plant). T ‘his additional power assured 
rhe North Platte project of electricity the year around. Reselling of 
this power by the North Platte project was the reason it was neces- 
sary to keep the power rates high. These high power rates have 
‘aused dissatisfaction in the valley as rates in surrounding territories 
are much lower. 

This became more evident than ever when Missouri basin rates, 
vhich are approximately 30 percent lower than rates charged by the 
North Platte project, weve given the surrounding territories. For 
example, the town of Bayard, Nebr., is paving the North Platte project 
rates, while Bridgeport, Nebr., a town of about the same size 15 miles 
cast of Bayard, is paying Missouri Basin rates. 

The Chimney Rock Public Power District, of which I am manager, 
pays North Platte project rates. The following is our December 
1951, power bill computed on the rates we pay and then computed on 
the Missouri Basin rates. 

Mr. Minuer. Without reading the tabulation, let it be made a part 
f the record. 

(The table referred to is as follows :) 


North Platte Valley project rates : 








896.6 kilowatts, at $1.25_ ate EERE SBA Snacks ih eee te 
50,000 kilowatt-hours, at $0.01_______. sabacet ah 9 ste ert ee ke Fat 500. 00 
50,000 kilowatt-hours, at $0.008____.-.-------------_-----_----. 400, 00 
50,000 kilowatt-hours, at $0.007__--_-._----------__- ae ~ 350. 00 
150,000 kilowatt-hours, at $0.006_-__----_- -____-~_- aie = Guaiuee 900. OO 
ee I, St I oi re cei emenenes 31. 35 
Tetal (SSG B06 ilowatt-ROwre) wid catctit td weidiecndo wee shoes se 3, 302. 28 
Missouri Basin rates: 
gS ll ete i Sx Pe I aA AE aR soe heclarecenarelina 896. 60 
219, 750 kilowatt-hours at ER PASS AE ee NE Ss baalibed 988, ST 
86,556 kilowatt-hours at $0,004__-_____- PAIAB SY AIRS See a a Daa eiplads 346, 22 
Total (306,306 kilowatt-hours) —~---.-------_~ an aera nnn | 2, 231. 69 
North Platte Valley project rates ---.-.----- eile bo) Lge a id SAREE? “8, 302. 28 
Resin ees eee ht oe ee ee . 2,231.69 
Difference on our December bill. ~~ ~-~~- ee ee a 1, 070. 59 


Mr. Moranvitie. Besides the REA projects that I represent, there 
are 10 towns that are affected by these high rates, namely, Wheatland, 
(ruernsey, Fort Laramie, Lingle, and Torrington in Wyoming, and 
Morrill, Mitchell, Lyman, Gering, and Bayard in Nebraska. 

The Bureau of Reclamation and three major irrigation districts, 
namely, Gering and Fort Laramie irrigation district, Goshen irriga- 
tion district, and Pathfinder irr igation district, representing 95 percent 
of the interested water users, knowing that this great difference in 
power rates could not go on indefinitely, have been negotiating for 
some time to correct the situation. They have now come to an agree- 
ment, as set forth in the bill H. R. 6723. If Congress will take 
favorable action on this bill it will mean that 5,000 farm users will 
get a reduction in their light and power rates, as the REA projects 
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have agreed to pass on at least 50 percent of the savings they realize 
on the cheaper rates. 

Mr. Aspinaty. Thank you very much, Mr. Moranville, for your 
statement. 

Mr. Bunce. I would like to have either Mr. Moranville, or someone 
else explain this last sentence on page 2 of his statement. 

Mr. Asprnaui. Mr. Moranviile, are you able to explain the last 
sentence on your page 2¢ 

Mr. Moranvitie. The North Platte rates are about 20 percent 
higher than the Missouri Basin rates, so the REA districts have agreed 
to pass on 50 percent of the savings they get under this Missouri Basin 
rate. The Missouri Basin rates are coming into the Missouri Basin 
valley under this project. 

I think probably the Bureau representatives could explain the 
situation more clearly. 

Mr. Buper. What happens to this 50 percent of the savings? 

Mr. Moranvitie. That goes to help build up the district, to help 
serve the farmers in the other areas, to help them get a cheaper rate 
of electricity, as cheap a rate as possible. 

Mr. Bupee. Have you entered into any contracts, have the REA’s 
entered into any contracts to accomplish this result ¢ 

Mr. Moranvitte. We have entered into contracts with the Bureau of 
Reclamation. 

Mr. Buper. Not with the individual users? 

Mr. Moranvitte. No. We have our set-up; we are ready to go the 
minute the Government acts on this bill; if we get it, the rates will 
drop within 30 days. 

Mr. D’Ewarr. Can the REA buy power cheaper from the Bureau 
of Reclamation than the irrigation districts ? 

Mr. Moranvitie. We buy from the Bureau of Reclamation, but it is 
all tied in together, to the North Platte project, and the Bureau had 
to go— 

Mr. D’Ewarr. Can the REA buy cheaper, at a cheaper rate than 
the irrigation districts ¢ 

Mr. Moranvitie. Well, I do not know that I understand your 
question entirely. 

Mr. D’Ewarr. You would have to pay so much per kilowatt-hour 
as would the Bureau of Reclamation ¢ 

Mr. Moranvitie. Yes. 

Mr. D’Ewarr. How much do you pay ? 

Mr. Moranvitie. The average is about 11 mills. 

Mr. D’Ewarr. How much does the irrigation pay for the same 
power / 

Mr. Moranvitie. The irrigation districts are selling part of their 
power to the Bureau of Reclamation under a separate plan. 

Mr. D’Ewarr. How much do they pay when they have to buy from 
the Bureau of Reclamation ¢ 

Mr. Moranvitte. I cannot answer that question. I think some- 
one from the Bureau can. 

Mr. Asrinaty. Very well, thank you, Mr. Moranville, for your 
statement. 

Mr. Moranvitir. Thank you. 
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STATEMENT OF PAUL RHODES, REPRESENTING NORTHPORT 
IRRIGATION DISTRICT 


Mr. Asprnaty. Our next witness is Mr. Paul Rhodes, representing 
the Northport Irrigation District. 

Do you Be a prepared statement, Mr. Rhodes / 

Mr. Ritoprs. Yes. 

Mr. Asprnauy. Would you be willing to summarize it, in order to 
save time / 

Mr. Ruopes. I should like very much to summarize it, and then to 
add some additional statement to it, if I may include my statement in 
the record. That will save a lot of time. 

Mr. Asprnaty. Before you start, how much time do you think it 
will take for you to make your presentation ¢ 

Mr. Ruopes. If I may include this statement in the record, I can 
sum up in about 10 minutes. 

(The prepared statement is as follows :) 


We will start our discussion by as brief a history as possible of the Northport 
irrigation district. 

The Reclamation Act was passed in 1902, the so-called Kinkaid Act was 
passed in 1904, and the Reclamation Act authorized the Secretary of the In- 
terior to segregate from the public domain such lands as in his opinion might 
be susceptible to irrigation under the Reclamation Act. Pursuant to such au- 
thority the Secretary segregated large tracts of land in Nebraska along the 
North Platte River, a part of which was the terrritory now embraced in the 
Northport irrigation district. 

The result of such segregation was that no one was permitted to file home- 
stead entry therein, and the homestead entrymen with said segregation were 
subject to the provisions of the Reclamation Act and required to conform thereto 
before they could secure patent for their land and a large number of such home- 
stead entries were made. 

Of course these entrymen expected the Government to make water for irriga- 
tion available for their lands. Representatives of the Reclamation Service at 
various times held public meetings at which they assured the settlers that 
their lands would be irrigated and especially urged them to make continued 
demands for water and thereby show that they were interested in getting water. 
Subsequent to those days the Government constructed its ditch now known as 
the Pathfinder irrigation ditch. But through inadvertence, at least, failed to 
make it large enough to carry water in suflicient volume to irrigate Northport 
lands and consequently did not construct the ditch down to such lands. The 
Northport lands were in the North Platte project and the Government was with- 
out facilities to deliver water to it. This condition existed for a good many 
years and a good many settlers held on and during hardships and privation, 
hoping that means might be found for getting water to them, others became dis- 
couraged and leit the project. 

In the meantime the Tri-State Land Co. had constructed a large irrigation 
ditch from a point about 1 mile below the Wyoming line 85 miles down the river 
to the Northport territory with a carriage capacity in excess of its needs. After 
several years the Government succeeded in negotiating with the owners of the 
Tri-State canal for the use of such excess capacity to carry water to the North- 
port lands and thus the way was provided to get the water down here. Then 
the Reclamation Service constructed a ditch for the Northport territory begin- 
ning at a point where the water was to be diverted from the Tri-State ditch. 
Such construction work was carried on during the First World War and at the 
very peak of high prices and when completed the cost thereof was $1,505,000. 
In the meantime the Northport irrigation district was organized for the pur- 
pose of affording the means through which the settlers would contract with 
the Government for the constructed works and water right. The district was 
organized embracing 16,000 acres; prior to this time the Reclamation Service 
had made topographical and soil surveys for the purpose of getting informa- 
tion us to whether there was sufficient irrigable land of sufficient quality within 
the project to justify the construction of the works. 
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Under the Government’s contract for eXcess carriage capacity in the Tri- 
State ditch it agreed to pay one-fifth of the operation and maintenance of that 
ditch throughout its entire length and under the district’s contract with the 
Government it agreed to assume and pay the Government's one-fifth of the cost 
of operating and maintaining that ditch and such cost was required to be paid 
in cash at the beginning of the irrigation season. The district found it quite 
impossible to perform that part of the contract. In fact, so many people in 
the district stopped paying taxes that it became exceedingly difficult for the 
district to pay its operation and maintenance expenses, and defaulted in its 
construction payment charges to the Government. 

During these days Senator Norris was their hope of refuge and he fought 
hard and valiantly for their cause and in 1934 he succeeded in convincing Dr. 
Mead who was then Commissioner that we had to have relief and succeeded 
in having the contract amended so that further annual construction charge 
payments were deferred for a period of 5 years with a provision that on the 
sixth year which was December 1, 1939, a payment of $5,000; on December 1, 
1940, $7,500; on December 1, 1941, $10,000: on December 1, 1942, $12,500; on 
December 1, 1943, $15,000, and on December 1, 1944, and on each December 1, 
thereafter through 1948 a payment of $25,000 each year and 1949 to 1963, both 
inclusive, a payment of $32,265 each year. At the time of such amendments it 
was realized by Dr. Mead and Senator Norris that the contract was impossible 
of performance by the district but they said it would relieve the district tem- 
porarily. 

The Bureau of Reclamation has charged the Northport Irrigation District 
with lack of good faith which is denied and in reply we charge the Bureau 
of Reclamation has not acted in good faith. There is a law in the Federal 
statutes commonly known as the Warren Act, which authorized the Secretary of 
the Interior to contract for sale of excess carriage and storage capacity in its 
storage reservoirs and ditches to irrigation projects outside of the United States 
reclamation. This act expressly reserves to the project lands the first right to 
the use of water and that in making contracts under such law the Secretary of 
the Interior shall stipulate in every such contract that the first use of such 
water shall be reserved to project lands. Several such contracts commonly 
known as Warren Act contracts were entered into on the North Platte project. 
We believe that it is generally held that 3 acre feet per acre is the amount of 
water essential for the production of crops in this arid—at least semiarid region. 
One acre-foot of water is an amount of water sufficient to cover 1 acre of land 
1 foot deep. Under this rule, the project lands within the North Platte project 
would require approximately 665,000 acre feet of water, which under the War- 
ren Act should be reserved for the use of the project lands. 

It is a well-known fact that during the dry period of 8 years recently gone 
by there was far less than 665,000 acre feet of water in the storage reservoirs, 
nevertheless the Reclamation Service apportioned such water as there was to 
the project lands and to the Warren Act contract lands and thereby reduced 
the quantity of water alloted and delivered to Northport lands to six-tenths of 1 
acre-foot per year. Under such conditions everybody knows that it is impossible 
for these farmers to produce enough to support their families, educate their 
children, and pay their taxes; and in addition to this unjust and unfair treat- 
ment these farmers have had grasshopper pests year after year, have suffered 
from destructive hail storms, floods which have washed out and damaged their 
crops, and from wind erosion which has been very serious. Originally the Gov- 
ernment represented to the people of the Northport project that water would 
only cost $35 per acre for construction charge. They didn’t expect to have 
to pay’ $1,050,000 and it wasn’t expected that a few thousand acres would be 
required to pay the full amount. 

Since the adoption of the 1948 contract between the United States and the 
Northport Irrigation District, there has been a great development in the district. 
When it became apparent and we were able to convince the people that their 
land would not be confiscated by prohibitive taxation forced on them by the 
Bureau of Reclamation, many people have improved their farms, many have 
acquired some of the poorer farms and have improved them with a gradual and 
steady increase in the number of irrigated acres in the district each year. The 
total irrigated acres for the year of 1947, the year immediately prior to the 
adoption of the 1948 contract, was 12,035 acres. In 1951, under the benefits of 
the 1948 contract, there were irrigated in the Northport Irrigation District, shown 
by the records, 14,231 acres: 
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The development of an irrigation project, which was forceably neglected by 
nonworkable contracts with the Bureau of Reclamation, would have forced the 
abandonment of the project but for many hard-working, hard-fighting citizens 
who kept on in the face of what appeared to be at the time ultimate defeat, 

To rehabilitate this land and bring it into production is a slow process because 
it is required to be dope in strips, shelter belts developed, concrete irrigation 
works put in, all of which take time. Many are developing parts of their tracts 
each year, as can be shown by the continued increase in acreage irrigated, the 
acreage in 1948 being 12,575 acres and increased to 14,281 in 1951. The only 
way a successful development can be had is by this method of increasing the 
acreage on your tract each year until you get a total development, as it requires 
Inanure, as well as the other improvements, and must be done systematically, 
which the record shows has been done. The total acres included in the district 
are 16,170. There are various tracts in the district which keep up their taxes 
and, for one reason or another, do not require water in some given year, even 
though the same has been developed under irrigation. This, of course, when a 
crop report is taken of the total irrigated acres each year, reduces the acres 
actually irrigated and the same lands not drawing water in one given year will 
requ.re water in another year, which keeps your actual irrigated acres in any one 
given yvear from equaling your total irrigable area of the district. This sets forth 
the development that has been made in the district toward the development of 
lands which no one had the courage to spend their efforts and money on prior 
to the 1948 contract. 

Under Senate bill 2720 and House bill 6723, the Bureau of Reclamation has 
proposed an amendatory contract for the Northport Irrigation District supple- 
mental to the 1948 contract negotiated between the district and the United States. 
Under the proposed amendatory contract, a duplicate copy of which is hereto 
attached and herein made a part thereof and, for all practical purposes is rea- 
sonably accurate except for possibly stenographie errors, the Bureau of Recla- 
ination proposed to eliminate 2,555 acres from the Northport Irrigation District, 
reducing their total irrigable area to 13,655 acres, thereby depriving the owners 
of the various tracts of land, consisting of 2,555 acres, from their storage-water 
rights. The 1948S contract between the district and the Bureau of Recla- ; 
mation, under paragraph 15, provides as follows: “The district shall cause to be : 
levied and collect, in accordance with Nebraska law, all necessary tolls and 
other charges to the end that the district lands as between themselves shall bear 
their proportionate part of all district obligations to the United States and the 
cost of the district’s operation and maintenance, the district will use all of its 
authority and resources to meet such obligations of the district to make in full 
all payments to be made pursuant to this contract on or before the date such 
payments become due.” 

The Nebraska law provides that the irrigation districts shall each year (this 
statement being made as the summary of the law, appoint an assessor and he 
shall evaluate the lands within the district. Thereafter, notice shail be given of 
said assessments and the books prepared, the board of directors to sit as a board 
of equalization, make any adjustments that there may be, based woon complaints 
that they see just or to make such changes as, in their opinion, are proper to an 
equitable assessment. Thereafter, they shall make a mill levy on an ad valorem 
basis to raise the amount of money necessary to operate the district for the 
coming year. 

Pursuant to the said 1948 contract for the 1949 assessment Nebraska's tax 
years running 1 year behind the actual spending year, a levy was made on all 
lands included within the boundaries of the irrigation district pursuant to said 
Nebraska law to cover both the construction charge payments due under said 
contract and other charges due the United States, and for their operation and 
Inaintenance, a levy on an ad valorem basis and the real estate becomes obli- 
cated for the same by the same becoming a first in prior lien on the real estate. 

The only tracts that were not assessed were a few very small tracts owned 

by the district and possibly one or two very small tracts which the United 

States are the owners, and said tracts of land have been forced to pay said 
assessments for both operation and maintenance and construction charges by 

the same becoming first liens upon the real estate, and all lands would be bearing | 
its proportionate share of the construction charge payment due the United 
‘States each year. 

The Bureau of Reclamation, under the proposed contract, based wpon the 
above bill, and said contract being identified as R. O. 7 Draft 10-4—51, proposed 
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to reduce the area eligible for storage water to 13,651 acres without the consent 
of the owners of said tracts, thereby making the irrigation district liable in 
damage suits for failure to deliver water to each and every acre, in my opinion, 
of said land to which water would be refused because each an every acre of 
said land has been obligated and required by assesment to pay its proportionate 
share of the construction charge Gue in the given year, and the United States 
in equity at this time is in no position to question the rights of assessments or 
the rights of these people for the reason that they have accepted the construction 
charge payments so levied and are now legally estopped from complaining 
thereto and so is the Northport Irrigation District. Such a contract, if 
enacted, would, therefore, in my opinion, bankrupt the irrigation district by 
lawsuits in which damage judgments would be secured against the district. 
This makes it definitely impossibie on that angle for the Northport Irrigation 
District to ever adopt such a proposal as R. O. 7 Draft 10-4—-51. A copy of said 
1948 contract has been duplicated and, with the exception of possible steno- 
graphic errors is reasonably accurate, is hereto attached and herein made a part 
of this report. 

A part of the construction charge and cost charged up to the Northport 
Irrigation District under its construction charge was the construction of the 
reserve works consisting of the various dams, including Pathfinder, Guernsey, 
ond Lingle, Wyo. The Northport Irrigation District’s share, as computed based 
en 16,170 acres, is approximately 6.84 percent of the total cost of said plants, 
which entitles the district to receive the said 6.84 percent of the gross and 
net revenues of said plants. As shown by statement furnished by the Bureau 
of Relamation to the Northport Irrigation District, the total gross revenues 
from the sale of power amounted to $525,637.20 for the year of 1951. The 
Northport Irrigation District would be entitled to receive 6.84 percent thereof, 
said gross revenue before expens®s, equaling $35,953.58. After the Bureau of 
Reclamation’s expenses had been deducted from this item (over which the 
Northport Irrigation District has no control) the net balance was $7,852.22, 
The net revenues of said power plants under the district's 1948 contract is 
opplied to the carriage charges under a contract which the United States holds 
with the Farmers’ Irrigation District, but which the United States might be 
said owns and controls 20 percent of the carriage capacity the Farmers’ Irriga- 
tion District canal, also known as the Tri-State canal. Under said contract 
which the United States holds, the Northport Irrigation District is by its 
contract obligated to pay 20 percent of the operation and maintenance of the 
Farmers’ Irrigation District canzl The maintenance charges made by the 
Farmers’ Irrigation District in many cases appear to the Northport Irrigation 
District to be excessive but the Cistrict is without means or facilities to attempt 
to do anything about it. The contract with the Farmers’ Irrigation District 
is with the United States which places the Northport District in a helpless 
position. 

By terms of the Northport District’s 1948 contract, the net revenues from the 
power plants are applied toward, first, carriage charges to the Farmers’ Irri- 
cation District, and any remaining balance there may be thereafter is applied 
to construction charges due the United States. The charges for carriage under 
the United States contract with the Farmers’ Irrigation District are such that 
if the Northport District were forced to raise said carriage charges by direct 
taxation upon the farms within the district, the rate of taxation would be so 
high that it would be consficatory, in our opinion, and force eventual abandon- 
ment of the Northport District, making the continued successful operation of 
the power plants to produce net revenue essential to the continued operation of 
the Northport District, or, otherwise, said district would be forced to abandon 
operations. 

Under the proposed amendatory contract, heretofore referred to as R. O. 7 
Draft 10-4—51, the district is forced to accept a stipulated figure for its inter- 
est in the power facilities of $408,828.65, to be applied at the rate of $8,000 per 
year, or such part thereof as is needed, toward the carriage charges due the 
Farmers’ Irrigation District, so long as a total of $408,828.65 shall last. The 
proposed $8,000 per year annual payment that the bill proposes is only a small 
portion of the earnings of the power plant in which Northport’s 1951 share was 
approximately $35,000, so there is no reason the Northport district should 
surrender its interest as proposed by the Bureau of Reclamation. The only 
reason the revenues to the plant would drop, as proposed, is because the Bureau 
squandered the profit or reduced the sale price of power to a point where there 
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is no profit, for which there is no justification at the present time. At the 
end of approximately 50 years, the district would be without any further reve- 
nues from power to pay its carriage charges and, further, the $8,000 proposed 
is made subject to an annual appropriation of Congress, which the district 
would be helpless to enforce in any year or years during said period if Congress 
failed or neglected to appropriate such funds. The right to use the $3,500 con- 
struction-charge money for carriage charges in case power revenues are insuffi- 
cient under the proposed amendatory contract is based upon a proviso of the 
$403,828.65 and, in the opinion of Paul Rhodes, attorney, could not be used for 
‘arriage charges after the capital of $403,828.65 was used up, but, under the 
district’s 1948 contract, the said $3,500 could be used in any year in perpetuity 
that the power revenues were insufficient to meet the carriage charges due the 
Farmers’ Irrigation District. 

There was furnished us by Representative Dr. A. L. Miller of Nebraska, pre- 
pared by the Bureau of Reclamation, an analysis of the proposed purchase, power 
facilities and rates from the North Platte project and the effect of that proposal 
upon the Northport Irrigation District’s repayment areas established by Public 
Law 555 (80th Cong., 2d sess.), by which the Bureau attempts to set out how 
the net revenues the district will receive will be reduced. There are many 
fallacies in said analysis. The gross power revenues from the power facilities 
have increased from a figure, as shown by the reports which have been furnished 
the Northport Irrigation District by the Bureau of Reclamation (Exhibit A 
attached), from a total of $319,721.71 in 1945 to a gross revenue of $525,637 
for 1951. With an increasing gross revenue, we can see no reason why net 
revenues should decrease unless the same is dissipated by excessive expendi- 
tures by the Bureau of Reclamation, or the power rates are excessively reduced 
to carry out a socialization of the industries of the United States. 

The power from the said North Platte project is sold to towns, REA’s, Colo- 
rado Fuel and Iron, and other consumers. The REA power delivered to the farm- 
ers at the present rate schedule is one of the cheapest services that he buys, 
and there is no reason to believe that any reduction in wholesale rates of power 
would make any material difference in the cost of electricity consumed on the 
various farms or in the various towns for the reason that the wholesale cost of 
power, in general, is in mills, while the charges made to the retail consumer is 
in cents per kilowatt. 

The proposed bills and also R. O. 7 Draft 10-4—51 also take away, for all prac- 
tical purposes, from the Northport Irrigation District, not only its power reve- 
nues, but also approximately $1,100 a year which is received by the Northport 
district at the present time from miscellaneous revenues from the sale of 
water leases on grazing lands and other revenues now credited to the Northport 
district for application to Farmers’ Irrigation District canal carriage charges 
or construction charges, without any apparent proposed compensation whatever, 
for the reason that the proposed annual payment, which there is no assurance 
the district would get, is less than the net revenues now credited to the dis- 
trict and the miscellaneous revenues now yearly credited to the district, and 
still would own our interest in power plants under present contract. 

If the Government, through the Bureau of Reclamation, acquires the power 
interest through pressures on the irrigation districts, there is no reason to be- 
lieve that if this trend is allowed to go unchecked and continue, that it will not 
eventually reach clear down to a socialization of each individual farming unit. 
The portion of the bill, H. R. 6723 and 8. 2720, as set up by the Bureau of Reclama- 
tion, is entirely unacceptable to the Northport Irrigation District so far as said 
bill applies to said Northport Irrigation District. This bill allows the Northport 
Irrigation District 5 years within which to accept the proposals as set forth in 
said bill. It further gives the inducement to the Bureau of Reclamation to 
increase costs, make extensive repairs, and other operations for the purpose of 
reducing the net revenues for the next 5 years and thereby forcing the Northport 
Irrigation District to accept said proposal. Therefore, said bill should be 
amended, striking all references to the Northport District’s interest, or amended 
te the satisfaction of said Northport District as provided by resolution passed by 
board of directors, hereto attached. (There is attached one signed copy of 
each of two resolutions adopted by the board.) 


Mr. Ruopes. I would like to make this further reservation, insofar 
as my district is concerned, the one I represent, the Northport dis- 
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trict, the farmers in the Northport district, those elected to the board 
of directors in the Northport district, that Mr. Harry Bashore does not 
represent here the Northport Irrigation District, nor is he authorized 
to give any answers or make any statement, by which we are bound; 
pt if there are any members desiring to ask questions concerning this 
problem, they should be directed either to me or to Dr. Silvernail from 
the Northport Irrigation District. 

Mr. Miuuer. This was covered by legislation in 1948, was it not ? 

Mr. Ruopes. Yes; the Northport District lies at the lower end of the 
North Platte project indicated on this map in yellow. The water is 
delivered to these irrigation district canals, through the irrigation 
districts [indicating] which makes a long way for the water to be 
carried for irrigation, There is a contract covering 20 percent of the 
carrying capacity of the canal, and when that carrying capacity is used, 
they are obligated to cover 20 percent of the operation aa maintenance 
of the canal. 

The Northport district, prior to 1948, found themselves in the same 
position as to power as has been referred to, and we have to receive 
the water and the power interstate, on that North Platte project, so 
we did not have power revenues to help cover the carrying charges, and 
therefore any reduction in rates would lead to bankruptcy and the 
abandonment of the project, and the farmers would be forced to leave 
their farms. 

That is why this matter of the power plant is of such vital interest 
to the Northport district. We are not here asking the Congress at 
this time to appropriate any money; we are not asking for anything, 
except that if the bill that is herein drafted is approved by the com- 
mittee, that our district be stricken from the bill. 

When the power plants were built, the farmers obligated their lands 
to cover the necessary construction charges. I have checked very 
thoroughly in the area, and I find no other power available at any 
cheaper rate than that being sold at the North Platte project, at the 
present time, except the power of the Bureau of Reclamation. 

So far as we are concerned, we feel that the Bureau of Reclamation 
is trustee of these power plants, under our contract, to operate them 
for our benefit, in order to produce a small net revenue to meet these 
charges. 

I am a farmer, and I live within an REA project, and have very 
close association with the farmers under that project, and to my 
knowledge today I have never heard one farmer yet complain about 
the rate that he is charged for electricity. 

We hear talk about passing on to the ultimate consumer any re- 
duction in rates. What would it amount to to the average farmer 
using, say, 200 kilowatts per year, if you reduce the rates a fraction 
of a cent? Probably it would mean a reduction of around 2.5 mills 
to the detriment of our irrigation district. 

Now, if the farmer were using 200 kilowatts, not per year, but per 
month, I believe, using the basic rate to start with, of $5.50 a month, 
under the 7-cent kilowatts to cover the operation of the plant, under 
a charge of so much per kilowatt, at 2.5 mills, it would not run to 
more than $2 or $3 to the farmer’s bill. And certainly, in these days 
of inflation, anything can happen. That is why we are here asking 
to be stricken from the bill. 
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We also here protest our inclusion in the bill under the authoriza- 
tion or endorsement of any law in the reduction of rates or the re- 
duction in the efficiency or management of this particular power plant, 
so that they will not take care of the carrying charges. 

The Bureau is proposing an amendment to the contract with the 
districts. Under this proposed amendment to the contract, a copy 
of which is attached to my statement, you will find that they propose 
to pay us approximately $8,000 a year for 50 years for our interest in 
the plant. The total would be something like $403,000, 

We have been receiving, I think, something over $200,000 in power 
credits on this plant for approximately 18 years. So you can see how 
the water users are being placed in a position to be forced out of their 
interest when they have this carrying charge, which runs to prohibi- 
tive rates, so far as the little taxpayers are concerned. 

It was generally conceded by Dr. Meade and Senator Norris at 
the time this project was built during the First World War that it 
was not practical from the financial standpoint, but it was necessary 
to have food for the country, and that strengthened the argument 
for the construction of the project, and it was conceded that power 

ras necessary as a part of the operation of the plant. 

This district was in serious trouble soon afterwards, and the Con- 
gress adopted the 1948 contract, based upon the inability to carry on 
at that time. 

And we are grateful for what was done, to each and every mem- 
ber who was here who had anything to do with that action. We 
certainly want to express our appreciation of the way the 1948 con- 
tract was amended to reduce the construction charge for payments 
from $25,000, which was the previous assessment, to $3,500 per year, 
and while the reduction in payment was made, there was no reduction 
in obligation; it only spread the payments out over a longer period 
of time through which we were allowed to make payment. 

Now the Bureau of Reclamation has told our district that it is 
necessary for us to come in because of the downward trend in our 
revenue. The gross power sales have gone up year after year. 

I also have business in Bridgeport, Nebr., and I have talked with 
some of-the consumers concerning the ultimate results, and I have 
checked the dollars and cents result, and I certainly cannot see any 
difference to the ultimate consumer. 

I would like at this time to have made a part of the record and 
analysis supposed to have been made by the Bureau of Reclamation 
of the proposed purchase of power and rates from the North Platte 
project nied the effect of that proposal upon the Northport Irrigation 
District repayment arrangements. 

Concededly, so far as our district is concerned, there is no necessity 
for this. According to this statement, the net revenue is about $8,000 
for 1951. 

This project has been under a hard fight, as can be told you by 
Dr. Silvernail. Dr. Silvernail has been in this fight for a much longer 
time and has evidenced a great deal of interest for years to keep the 
farmer from having to abandon his land. 

Now, we have this 1948 contract, which is a very workable con- 
tract, and one under which we can exist. " 
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Mr. Minuer. What you really want is to be left out of the bill. 

Mr. Ruopes. That is right. 

Mr. Mruuer. Do you have any objection to the other districts get- 
ting what they suggest ? 

Mr. Ruopes. We have no objection to that, but we do object to the 
suggestion of Mr. Moranville and the suggestion of other districts 
that the power rates be reduced to the point where there will not be 
anything left. 

Mr. Muuer. Do you know whether the other districts object to 
your district being omitted ? 

Mr. Ropes. So far as I know, no. 

Mr. Miter. May I ask Mr. Andrews, Mr. Lane, Mr. Klingman, Mr. 
Lowry, and the others if they have any objection to the Northport 
District being left out. | There were numerous “noes” indicated. | 

Mr. Mitier. How about you, Mr. Andrews? 

Mr. Anprews. No. 

Mr. Minter. Mr. Lane? 

Mr. Lane. No. 

Mr. Mitier. Mr. Olson ? 

Mr. Oxtson. None whatsoever. 

Mr. Ruopes. I think we are all agreed among ourselves that nobody 
will try to force somebody else to take what he does not want. How- 
ever, with this exception, that we want to protest the operation of 
the power plant in such a manner as has been suggested in this build- 
ing, with the hope that a change would not be made, and we want to go 
on record as strictly opposed to the operation of the power plant ina 
manner which has been proposed, because we do not feel that when the 
Bureau negotiated these contracts—came into the area and con- 
structed the plants—and the farmers mortgaged their land to carry 
on the operation, we feel that they ought to be permitted to operate 
the plant in such manner as not to cause the farmers to lose their land. 

Mr. Asprxati. Do you know who prepared this analysis to which 
you have made reference ? 

Mr. Ruopes. No, I do not; it was furnished me, and the suggestion 
was made that it was prepared by the Bureau of Reclamation. 

Mr. Miter. I got it from the Bureau of Reclamation, and sent this 
out to get an analysis of what they wanted. 

Mr. Asprnauy. Are you satisfied with it ? 

Mr. Ruopes. We are not satisfied with the analysis, no. 

Mr. Asprnatn. I wondered why you wished to have it introduced 
into the record. 

Mr. Ruopers. It merely goes along here to show what the arguments 
were to have the rates reduced, and I think that sets forth that it was 
necessary to reduce the rates, and the analysis was made as a part of 
the argument that at the present time we have to buy large amounts 
of power to supply the demands, and yet the demands are so great 
there is no reason why the Bureau should come in to compete with 
our works, and they are using that as a part of the analysis made to 
show that by reducing the net power revenue 

Mr. Asprnati. You do not object to the analysis being made a 
part of the record? 

Mr. Ruopes. I will leave that to Dr. Miller. 








————— 
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Mr. Mitirer. I sent that out, as coming from the Bureau and I 
would like to have it made a part of the record. 

Mr. Asprnatt. Without objection, it will be made a part of the 
record. 

(The statement referred to follows:) 


ANALYSIS OF THE PRroposeD PURCHASE OF POWER RATES FROM THE NORTH PLATTE 
PROJECT AND THE Errecr or THAT PROPOSAL UPON THE NORTHPORT IRRIGATION 
District’s RePAYMENT ARRANGEMENTS ESTABLISHED BY PuBLIC LAW 555 (80TH 
ConG., 2D SESS.) 


Public Law 555 (SOth Cong., 2d Sess), authorized the Secretary of the Interior 
to enter into appropriate amendatory repayment contracts “* * * to ac- 
complish the following general repayment plan: (a) Application annually of 
such net profits as are allocable to the district from the sources specified in 
subsections I and J of section 4 of the act of December 5, 1924 (43 Stat. 703), 
to the extent necessary to meet the annual costs to the district for water 
carriage through the Farmers’ Irrigation District canal; with any net profits 
in excess of such annual carriage costs being applied in reduction of the dis- 
trict’s total repayment contract construction charge obligation to the United 
States; (b) payment by the district to the United States of $3,500 as an annual 
construction charge installment: Provided, That in the event the annual net 
protits for application under (a) hereof are not sufficient in any given year to 
meet that year’s cost of water carriage through the Farmers’ Irrigation District 
canal, all or any part of the said $3.500 may be applied to pay the pertion of the 
carriage Charge vot so met, and the coustruction charge instai.iment ior paywent 
to the United States for that vear shall be reduced aceordingly: * * 

The key words in the above quoted act of Congress are “Application annually | 
of such net pro.its as are allocabie to the district * * *” In other words, 

Public Law 555, Pightieth Congress, does not establish nor guarantee that there 

will continue to be, over any prescribed period of time, net power revenues that 

are allocable to the Northport Irrigation District for application on the annual 

costs to the district for water carriage through the Farmers’ Irrigation District 
canal. The law merely provides that to the extent such revenues are allocable 
to the district they shall be applied to the carriage costs attributable to such 
earriage costs as may be due and payable by the Northport Irrigation District 
under the agreement with the Farmers’ Irrigation District. 

The existing rates for the sale of power in the North Platte project area result 
in an average of about 10.5 mills per kilowatt-hour, for tirm power service. The 
comparable rate in the areas surrounding the North Platte project area is now 
about 7 mills per kilowatt-hour and by 1955 when the Missouri River Basin power 
rate schedule is expected to go into effect the rate for firm power service in 
the areas gurrounding the North Platte project area will become 5.5 mills 
per kilowatt-hour. For several years there have been evidences of discontent 
among the wholesale power customers in the North Platte project area because 
they are now paying a higher rate for electrical energy than is being paid in 
surrounding areas. It appears inevitable that as the Missouri River Basin 
power rate of 5.5 mills per kilowatt-hour takes affect over wide areas of the 
Missouri River Basin surrounding the North Platte project area, local con- 
sumers will insist on a corresponding reduction. Failing to obtain appropriate 
rate reduction from present power sources, it would be expected that these 
wholesale power consumers would insist on receiving their power from other 
available sources at the standard Missouri River Basin rate of 5.5 mills per 
kilowatt-hour. 

Power revenue distribution to the Northport division of the North Platte 
project for the most recent 10 years is as follows: 
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A reasonable estimate of future power revenues that would be allocable to the 
Northport division, assuming that the Northport water users retain their inter- 
ests in the North Platte Power facilities and operation of that system continues 
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as at present and forecasting that inevitably the island of high-cost power 
at present prevailing in the North Platte project area would of necessity, because 
of consumers’ insistence, gradually be adjusted closer and closer to the 5.5- 
mill rate that will very shortly prevail over wide areas in the Missouri River 
Basin, would be as follows: 


We 8 i or) i SG. 3681-1087 4.0c.i... a Re A $3, 731 
1953 ; ditepabdcapwncnisitessiicds,, a Es. Se wkehivcu _..{.. 4, 336 
1954 See See UlllULl Eee cy ee ee pee! 4, 734 
Woo. 2... rn eee < §} te Re ee ae 
156 _ . rs 7” Fo I cas oes. a 


These estimates of future power revenues that might continue to be avail- 
able to the Northport division are based on the assumption that the rate structure 
in the North Platte project area would continue to be maintained at a firm 
energy rate of from 1 to 1% mills per kilowatt-hour above the basin-wide rates 
prevailing in surrounding areas. This differential is presumed on the basis that 
the rates would have to be reduced to a level low enough to insure the sale of 
power in the competitive market and at the same time be maintained as high 
as possible so as to maximize the net power revenues for distribution. If the 
impact of the 5.5-mill rate in adjoining areas should force the establishment 
of a like rate in the North Platte area, there would be little, if any, power 
revenues derived from the operation of the present power facilities of the North 
Platte project. 

The plan for the purchase of North Platte power rights as set forth in the pro- 
posed bills H. R. 6728 and 8. 2720, would assure the Northport Irrigation District 
of $8,000 per year for application on the carriage cost of that district’s water 
through the Farmers’ Irrigation District canal. The proposed legislation leaves 
unchanged the provision that any or all of the annual construction charge of $3,500 
provided by Public Law 555 (S0th Cong., 2d Sess.), can be applied to pay any 
annnal carriage costs in excess of available power revenues (under the proposed 
plan, available power revenues would be $8,000 per year until the Northport 
Irrigation District’s share of the power right purchase price of $403,828 is ex- 
hausted) with a corresponding reduction in the cost of construction installments 
due the United States in that year. Thus, over a period of a little more than 50 
years, the Northport Irrigation District would be assured of a total of $403,828 for 
application on carriage costs through the Farmers’ Irrigation District canal. It 
is believed that any reasonable consideration of the facts set forth in this state- 
ment would lead to the inevitable conclusion that the district Cannot expect that 
amount of revenue to be allocable to their credit if they were to retain their 
interests in the North Platte power facilities. 

Mr. AspinaLu. Does that conclude your statement ¢ 

Mr. Ruopes. I think I made my statement clear: I have tried to be 
concise, but I do want to say that we very seriously object to this enact- 
ment of the proposed contract, and request that it be stricken from this 
bill. 

Our district has 16,178 acres, and under the proposed contract they 
propose to cancel 2,555 acres of water rights for farmers in those 
districts, and that is another reason why we object to it. 

Mr. Minier. That represents about 6.5 percent. 

Mr. Ruopes. 6.5. Following the 1948 period we had a good many 
people who came there to develop land. It took a lot of money to 
develop their farms, and they are going to be forced to abandon. With 
the adoption of the 1948 contract many people have developed their 
land, and have bought up tracts, and if they are included in this bill, 
they would be, in effect, forced into bankruptcy. They have owned 
that land for years, since the adoption of the 1948 contract, and have 
been paying their proportionate share of the 83.500 construction 

P = 
charges provided for in the contract. 

Therefore, they are entitled to the benefits. 

Mr. Asrinautye. Mr. Rhodes, you have already consumed about 15 
minutes, and we are very anxious to hear one or two other witnesses. 
Your entire statement will appear in the record. 


20739—52 6 
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Mr. D’Ewarr. I would like to ask one question, if I may. Do you 
feel that the present contract is adequate to protect you ? 

Mr. Ruopes. Well, so long as the Bureau—I think the Bureau of 
Reclamation proposes the change in rates. 

Mr. D’Ewarr. I mean, if this bill is enacted, does your contract 
adequately protect you ? 

Mr. Ruopers. So long as we are stricken from the legislation, if we 
are stricken from the bill. 

Mr. Asprinati. Thank you very much for your statement. 

Mr. Ruopes. Thank you. 

Mr. AsprnaLL. We will have before us the copies of the contracts 
and the statement attached to your prepared statement. 

Who is the next witness? 

Mr. Miniter. Dr. Silvernail. 


STATEMENT OF DR. C. H. SILVERNAIL, OF THE NORTHPORT 
IRRIGATION DISTRICT 


Mr. Aspinatu. The committee will be very glad to hear from you, 
Dr. Silvernail. 

Dr. Strvernatt. Mr. Chairman and members of the committee, my 
name is C. H. Silvernail. I also am interested in the Northport Irri- 
gation District. In 1917 and 1918 I was interested in the Northport 
Irrigation District, and since that time, or about that time, I went 
back to the district and served for about 20 years on the board, and 
after 1948 I just retired, but after this matter became involved, I 
again got into the situation. I told Representative Miller yesterday 
about the only statement I had to make was that I wanted to see that 
this district was omitted from the bill. 

Mr. Asprnatu. Thank you very much for your statement, Dr. 
Silvernail. 

Our next witness is Mr. Bashore. 


STATEMENT OF HARRY W. BASHORE, CONSULTING ENGINEER, 
IRRIGATION DISTRICTS 


Mr. Basnore. For the record, my name is Harry W. Bashore. 

Mr. Miter. Mr. Bashore, as you all know, was former Commis- 
sioner of Reclamation, and is an owner of irrigation land in the area 
involved. 

Mr. Basnore. May I say, Mr. Chairman, that I am not an owner 
of farm land; the land belongs to my family. 

I will be just as brief as possible. I am honored and delighted 
to appear before this committee. Many of you have worked on this 
water problem, and many of you are experts, such as Mr. Aspinall, 
Judge Bosone of Utah, and Mr. Crawford of Michigan, Mr. 
D’Ewart—many of whom worked on water problems many years 
vgo, and many of you have labored with the water problems for many 


years. 

I am particularly delighted to appear before you gentlemen, par- 
ticularly because this committee includes in its membership efficient, 
able, hardworking—our very popular Congressman, Dr. Miller. 

The other members of the committee are not included in my circle 
of acquaintances, but I am sure they are progressing in their educa- 
tion as related to water matters. 
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I want to summarize briefly, and particularly to emphasize, first, 
the reason I happen to be here is at the request of the board of di- 
rectors of the Gering-Fort Laramie, Goshen, and Pathfinder irriga- 
tion districts. 

As Attorney Rhodes has previously said, I am not authorized to 
say anything about the Northport Irrigation District. Nor am I 
authorized to speak for the Bureau of Reclamation. The boards of 
directors of the three districts have asked me to sit in from time to time 
on negotiations. That has been done without cost to the district, and 
I am appearing here today without cost to the district, except I told 
them when they asked me to appear that they would have to pay my 
expenses. 

I wanted it to be clearly understood the capacity in which I am 
appearing. 

Mr. Poutson. You do represent other irrigation districts, do you 
not / 

Mr. Basrore. In addition, I am chairman of the upper Colorado 
River Basin—and pardon me, Mr. Poulson, for not mentioning you 
in my acquaintances, but you had been so quiet, I overlooked your 
appearance. 

As I said, I am chairman of the Upper Colorado River Commis- 
sion, but it is not within the boundaries of the area here involved, not 
a part of the North Platte project. 

Now, as has been stated here before, we are not coming here for an 
appropriation, we are not asking for any land or any reduction in 
payments. We are asking that you consider this business deal be- 
tween the districts and the Bureau of Reclamation. 

Mr. Mitter. Do you see any harm in leaving out the Northport 
district 

Mr. Basuore. I see no harm, so far as I am authorized to speak 
for the district, in having the Northport district excluded from the 
bill, and I see no objection from my standpoint. It is a business 
deal that we are attempting to consummate through a favorable re- 
port by this committee in enacting legislation. 

Now, I hope you gentlemen understand that this does not involve 
the sale of any physical property. The Government has always 
owned the power plant in the North Platte project; it has always 
owned the ditches in this area. And, the Congress has made no 
provision for transferring title to the works, and I think very properly 
so. ‘There are a lot of complications involved, so this does involve no 
transfer of title, but it does involve divesting the interest by the dis- 
trict in the net earnings of the power plant, or the power system, I 
should say. 

The power system, as has been explained, includes the Gering- 
Laramie irrigation area, the power transmission lines, and the trans- 
former stations. 

In participating in the negotiations, I attempted to act as an im- 
partial arbitrator between the districts and the Bureau. At times I 
felt both parties were unreasonable, in my judgment, but after much 
labor and time and money and expense, they have arrived at a point 
which we are presenting today. No appropriztion is requested by the 
Congress in making this deal. This is merely a bookkeeping propo- 
sition. There is no attempt and no desire to avoid any payments 
due to the Government. 
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These districts have found themselves in the unfortunate position, 
due to no fault of their own, because the Government has embarked 
on a policy of making electricity available cheaply and distributing it 
widely. Congress is as much responsible as anybody else because it 
enacted a law that made that possible. The REAs came into the pic- 
ture; they have made electricity available to farming communities 
throughout the country. Ido not know what the philosophy of you 
gentlemen is, or may be, but I do not believe that we want to go back 
to the days where the farmer had to use a coal-oil lantern to find his 
way around the outbuildings, to try to milk the cows or slop the hogs. 

Mrs. Bosonn. Will the gentleman yield? 

Mr. Basuorre. Yes. 

Mrs. Bosonr. I have just finished reading the book, The Farmer 
Takes a Hand: The Electric Power Revolution in Rural America, by 
Marquis Childs—— 

Mr. Basnorr. Yes. 

Mrs. Bosonr. Who paints a very graphic picture, and I recommend 
it very highly to all members of the committee—— 

Mr. Asprnatu. Mr. Bashore, we want to conclude with your state- 
ment, if possible, in time to allow members to ask questions. 

Mr. Bastiort. I will be very brief, Mr. Chairman. 

The point is that the districts which have an interest in the net 
earnings of this power system are surrounded by REAs, by power 
that comes in from the Colorado-Big Thompson project, and by power 
that comes in from the Missouri Basin, and at lower rates. Now, what 
can these districts do? They do not have the authority to fix rates, to 
set aside reserves for replacements. That is all in the hands of the 
Secretary of the Interior and very properly. 

So these districts have concluded the best thing to do is to get out 
of the business, because they are not expert in the field, to get out of the 
power business, and let the Government integrate the North Platte 
project into the power system from the southeast and west. 

As I say, they are not experts in electric power systems, they are 
irrigation farmers: they know how to do that. These fellows who 
have appeared before you are either pioneers or the sons of pioneers, 
and they know a lot about irrigation, and I learned a lot I know about 
irrigation from them. I started in the North Platte project in 1906, 
was there for some 20 years, served from the lowest position on up 
with ranks, and I think I know what I am talking about. I recom- 
mend this legislation to the committee most positively. 

Mr. Chairman, that concludes my principal statement. 

Mr. Eneie. If this power system is a white elephant, why should 
the Government sive the irrigation districts credit for taking it over? 

Mr. Basnore. Because the Government wants to integrate into the 
power system. The Bureau of Reclamation, regardless of what may 
be said concerning the position they have taken—it was the REA and 
not necessarily the Bureau of Reclamation that has reduced rates. 
And, the Secretary of the Interior and the Bureau of Reclamation, 
knowing the situation, attempting to reduce rates in this high-priced 
area, met with opposition from the water users who were directly 
affected by any reduction in rates, because a reduction in rates means 
no construction business. 

Mr. Enotr. That is why I did not understand why the Federal 
Government should take it over. 
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Mr. Mitxier. This is not necessarily a white elephant, is it? 

Mr. Basnore. No. 

Mr. Minter. The gross revenues have gone up. It is not a white 
elephant. 

Mr. Basnore. No, it is in no way a white elephant. If the Bureau 
of Reclamation people were free to tell you, 1 think they could justify 
the amount mentioned in this contract, and the legislation. It is not a 
white elephant. But the revenues, net revenues have been steadily 
declining. They were up to about 85 cents some while ago, and I think 
the last report is that the net revenues per acre are now 34 cents, which 
isa very marked decline. 

Mr. Eneir. Do you think it necessary to go into complete renego- 
tiations of all these contracts in order to accomplish what amounts to a 
transfer of the operation of the power system ‘ 

Mr. Basuore. Yes, it is necessary, because neither the Commissioner 
of the Bureau of Reclamation nor the Secretary of the Interior is 
authorized to enter into this deal without the sanction of the Congress. 
The Congress must legislate the authority to the Secretary to amend 
the present contracts which are on the basis of crop production, to get 
the rescheduling of payments under this deal which we are talking 
about now. 

Mr. Ckawrorp. May I ask the gentleman a question ? 

Mr. Encour. Certainly. 

Mr. Crawrorp. Mr. Bashore, I think you have made an able state- 
ment. If these districts, all except one, down at the lower end, in 
consideration of their expected reduced rates for electricity which 
they hope to get under this legislation, and who are willing to give up 
any benefits they may have in their earnings of the present system 

Mr. Basuore. That is correct. 

Mr. Crawrorp. That is about the case, is it not ? 

Mr. Basnorr. Yes. 

Mr. Crawrorp. In your judgment, looking ahead down the road, 
do you think that the net revenue per acre is going to diminish? 

Mr. Basnore. I think that is very likely. Lf vou drew a curve of 
the revenues and the revenue trend, you will find it is downward. I 
think the last report of revenues showed about 34 cents an acre, based 
on acres; and then there is another reason for it: that is, the trend is 
inflationary today. I can say that simply from :.y experience in 
Mitchell, Nebr.; the cost is going up, and the revenues are coming 
down, the net revenues. 

Mr. Crawrorp. This whole case, then, is based on that expectancy, 
that judgment. 

Mr. Basnore, On that expectancy ; ves. 

Mr. Crawrorp. Now, let me ask you this question: in your opinion, 
and based on your knowledge of this operation out there, will the 

purpose be met if we strike from this bill the language beginning in 
fine 10, page 3. Do you have a copy of the bill before you / 

Mr. Basnorr. No; I do not. 

Mr. Crawrorp. Beginning with the language in line 10, page 3, 
strike out all of the language in paragraph (b), and including page 
4, down through line 8, ending up with the words “United States”; 
if we struck that language, would that completely protect the North- 
port Irrigation District as they have presented their case here? 
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Mr. Basuore. I am not an attorney, Congressman Crawford. At- 
torney Rhodes has made his presentation here today, and he is satis- 
fied with it. 

Mr. Crawrorp. I was going to ask that specific question, because 
I do not think that point has been cleared up, if the condition re- 
ferred to would be met if we struck that language from the bill. 

Mr. Poutson. There are other places in the bill where it is referred 
to. In section 3, on page 3, we have reference to the Northport Ir- 
rigation District. 

r. Basnore. Page 4, yes. 

Mr. Crawrorp. Do you think we would have to write the whole 
bill over, substantially ¢ 

Mr. Basuore. I do not know that you would have to rewrite the 
bill, but I would rather refer that question to Mr. Rhodes. I think, 
Congressman Crawford, it could be done by striking out section 3 
of the bill. 

Mr. Crawrorp. I have one other question: If we eliminated from 
the bill any reference to the Northport Irrigation District, go ahead 
and the bill becomes law, and the REA or the Bureau of Reclama- 
tion takes over profits, could they continue to operate at a profit, 
protect the Northport Irrigation District contract, and at the same 
time live up to the present position of net earnings as referred to 
by one of the witnesses ? 

Mr. Basuore. If you strike the Northport District from the bill 
they would continue to participate in the net earnings to the extent 
of. I believe it was said, 8 percent, or something of that sort. 

In other words, they would have nothing to say about it, and they 
would participate in no way, shape, or form in the credits granted 
under the bill, and the Northport District would continue to get its 
share of the net earnings on the basis of acreage. 

Mr. Asprnatt. Some of the witnesses have suggested that there 
will be no net earnings. 

Mr. Basunore. I am not suggesting that there will not be, Mr. 
Aspinall, but I am saying that whatever they may be, and as I said, 
the trend is downward, but whatever there may be, they would par- 
ticipate on an acreage relationship, whatever the Northport Dis- 
pri a bears to the other acreage of the project, which includes the 
others. 

Mr. Mixer. That comes under the 1948 law. 

Mr. Basuore. Yes; it would continue the 1948 legislation in their 
contract. 

Mr. Mier. Yes. 

Mr. Crawrorp. Reference has been made to 50 percent savings, 
by Mr. Moranville. Mr. Moranville pointed out, that in the event 
the Congress takes favorable action on the bill, they expect to get 2 
reduction of their power rates to the REA projects, and secure a 
50-percent saving, to pass on the 50-percent saving that they realize 
from the cheaper rates, and I was just trying to inquire concerning 
the relationship between the savings element and the net earnings. 

In other words, if there are no net earnings whatsoever, but on 
the other hand there is really a deficit, the farmer would still have 
the benefit of the 50-percent saving ¢ 

Mr. Basnore. Of course, it is complicated by attempting to pre- 
dict what the Bureau of Reclamation might do in the way of reduc- 
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ing the power revenue for power sold from the North Platte power 
system. If there is a reduction in the wholesale, rates, that might 
mean a further decline in the net profit. 

Mr. Enexr. And at any rate the power consumers get the benefit 
reflected from lower power rates. 

Mr. Basuore. Certainly. : 

Mr. Crawrorp. Just one other question : If the net profit disappears 
100 percent, and they go to a deficit, what participation, if any, does 
the Northport Irrigation District have ? 

Mr. Basuore. I am not sure about that, Congressman Crawford, 
but I do know that the three other districts—Pathfinder, Gering-Fort 
Laramie, and Goshen—if you run into a deficit in operation, are 
obligated to pay for that deficit. I am not sure about Northport. 
I am not testifying on Northport. 

Mr. Enete. Tell me this: I can see the benefits to the irrigators. 
This looks to me like it is gold-plated on both sides, so far as they are 
concerned. However, what are the benefits to the Government ¢ 

Mr. Basnorr. Congressman Engle, there are members of the Bu- 
reau of Reclamation staff here today, and they are better qualified 
at this point to testify than I am. I think they can justify their 
position on that. At least, it was not up to the districts to be sure 
that the Government was getting everything out of this deal. The 
districts negotiated from their side of the fence, and the Government 
looked after its side, presumably. 

Mr. Enate. I appreciate that. Probably the question is not a 
proper one to address to you, Mr. Bashore, but I will be interested 
to hear how this is beneficial to the Government. 

Mr. Bupner. Mr. Chairman / 

Mr. Enotes. That is without prejudice to any good deal that the 
folks out there made for themselves. If they are good country horse 
traders and made a good deal it is all right, Mr. Budge? 

Mr. Bunce. Mr. Bashore, I am interested in just what is going to 
happen to this Northport Irrigation District. As I understood the 
witnesses testifying on its behalf, they felt that the power rates must 
be maintained at their present level in order that they can continue 
to operate. Now, if the Bureau takes this over and reduces the power 
rates, how is that going to affect the amount of money credited to this 
Northport Irrigation District ¢ 

Mr. Basuore. Well, Congressman Budge, you are putting me in a 
rather embarrassing position. Attorney Rhodes said I was not au- 
thorized to speak on the Northport question. He made it plain that he 
did not want me to talk on it, so I would beg your pardon and decline 
to answer. 

Mr. Buper. But you gave your answer that the Northport district 
would be protected if it were deleted from this bill. On this matter 
of the power rate, how would they be protected ? 

Mr. Basuore. I do not think they would be protected. I hate to 
get into this question, Congressman Budge. 

Mr. Buper. I am just interested in it, because it seems to me that 
their whole contention is the retention of the present power rate. 
When the Bureau comes along and says it will reduce it from 11 mills 
to 7 mills, I just wonder what your opinion would be as to how that 
would affect the credits to that district? 
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Mr. Basuore. With Mr. Rhodes’ permission I will talk on that. If 
he does not want me to, I will decline. 

Mr. Buper. We understand you are not speaking on their behalf. 
I am just asking you, as a qualified witness. 

Mr. Ruopes. Mr. Chairman? 

Mr. Enetxr. Who is this, please ¢ 

Mr. Ruopes. Mr. Rhodes. If he makes any statements, I would like 
an opportunity to answer the same. 

Mr. Enevr. Let me ask you this question, Mr. Budge: Can you not 
get the information from Mr. Rhodes ¢ 

Mr. Buper. I was not permitted the opportunity to question Mr, 
Rhodes. 

Mr. Enote. All the witnesses are here. 

Mr. Bunce. The different occupant of the chair told me to wait on 
my questions until this witness came along, which I very patiently 
have done. 

Mr. Enote. I do not know whether the gentleman was here earlier 
or not, but we had an informal understanding that all these gentle- 
men would be available for questioning at the end of the testimony, 
and that of course includes Mr. Rhodes. Rather than have Mr. Ba- 
shore answer a question which Mr. Rhodes thinks he ought to answer, 
I believe it would be better for you to ask Mr. Rhodes. 

Mr. Buper. I will ask Mr. Rhodes, then, to come up and take the 
stand and answer my question. 

Mr. EnGie. That will be all right. 

Mr. Bupér. I do not feel that we should do anything which would 
jeopardize this lower district here. That is why I am trying to find 
out what this bill will do if the power rates are reduced. 


STATEMENT OF PAUL RHODES, REPRESENTING THE NORTHPORT 
IRRIGATION DISTRICT, NEBRASKA 


Mr. Ruopes. It is my contention, so far as the Bureau of Reclama- 
tion is concerned, that they should live up to their contract. with the 
Northport district. The farmers in the Northport Irrigation Dis- 
trict have mortgaged their farms for the construction of this power 
plant, and power plants, for the sole purpose of helping provide 
revenue for the operation and maintenance, and in order to help 
retire the construction obligation of that district. It was conceded 
by those involved, including Senator Norris at the time—this was 
Lefore my time: -nd I get this information from records and letters 
and so on—that this district was not possible, that it was not feasible 
for it to stand on its own, but that it was necessary to produce food 
during the First World War. Well, those farmers have come in and 
have settled up, and the Bureau under the contract was to operate 
this plant as trustee for that purpose. 

Mr. Buper. Now, let us shorten this if weean. If I understood your 
testimony, you wanted the present power rate maintained at 11 mills 
so that your share would pay for the transportation charges of your 
water down to the lower end / 

Mr. Ruopes. That is correct. 

Mr. Buper. As I understand the testimony of the REA representa- 
tive here, the power rate from this project is to be reduced to 7 mills. 
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How is that going to affect the amount of money which you receive to 
offset your carrying charges ¢ 

Mr. Ruopes. That will break our farmers. 

Mr. Buper. That is what I am getting at. 

Mr. Ruopes. That is the thing we are definitely opposed to; that 
reduction in rates; because so far as the ultimate consumer is con- 
cerned it is so small that it amounts to nothing. It is nothing appreci- 
able. I will not say “nothing”, for 1 cent is more than nothing. But 
it is no appreciable amount of money, so far as his annual operation is 
concerned. 

Mr. Crawrorp. Mr. Budge, will you yield to me there ? 

Mr. Buper. Yes, sir. 

Mr. Crawrorp. I think your answer there has completely answered 
the question I raised a while ago. 

Mr. Buner. I think that is right. 

Mr. Sartor. Doctor, I would like to ask you this question: You 
say you feel this price is justified, the amount of $6.6 million indicated 
in this bill. 

Some time ago I asked the Bureau for cost allocations with respect 
to all the projects that the Bureau of Reclamation has had, and I find, 
with respect to this North Platte project, that the total cost was 
$27,458,056, with a note on there that— 

This includes costs representing commercial power investments in various 
projects as follows: Minidoka, units 1 to 6, $861,53 


STATEMENT OF HARRY W. BASHORE, CONSULTING ENGINEER, 
REPRESENTING SEVERAL IRRIGATION DISTRICTS—Resumed 


Mr. Basnore. Pardon me, Congressman. What did you name 
there / 

Mr. Saytor. Minidoka. 

Mr. Basnorr. That is in Idaho. 

Mr. Saytor. It is included in this item, according to the Bureau. 

Mr. Basnore. Well, I am not responsible for that, sir. I do not 
know. 

Mr. Sartor. North Platte. 

Mr. Basnore. Yes. 

Mr. Saywor. $2,502,882. Yuma. 

Mr. BasHore. Arizona, 

Mr. Sartor. $441,194. If you will take the total cost of those three 
units, they will come to a cost of $3,777,000. 

As to the amount that has been repaid, there has been repaid to June 
30, 1951, $9,210,459, of which $3,785,495 of net power revenue has 
been applied to the water users’ annual repayment. 

Cost of construction of the power plant was included in the water 
users’ repayment contract. 

So from the original date, including just what the Bureau has in 
these items—you say one is in Arizona and one in Idaho—they have 
received from net revenue already over $8,000 more than the total 
cost of all the power units. 

Mr. Basuore. That is entirely possible. 
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Mr. Sartor. That being the case, under what price structure or price 
theory can you arrive at the fixing of rates, when you have already 
received this amount, as to the justification for the $6,636,873 ? 

Mr. Basuorr. Part of that revenue was obtained when the rates 
were higher than they are now, Congressman. 

Mr. Sayxor. That is all right. 

Mr. Basuorr. As I mentioned a moment ago. 

Mr. Sayvor. In other words, Doctor, you know that you either have 
to include it on one of two bases. You either have to take the 
amount prudently invested or the present replacement cost. Those 
are the only two theories there are on figuring rates. 

Mr. Basnore. All right. 

Mr. Sartor. All right. You have already received back now more 
money than was paid in. 

Mr. Basuore. Very well. 

Mr. Sayvor. The plant therefore las been written off, has it not / 

Mr. Basuore. No. Very well. Let us confine this to the North 
Platte project power system. When that was undertaken I am per- 
sonally familiar with the circumstances. Power was a new thing. 
It was looked upon with doubt and uncertainty. Nobody knew 
whether we had a power market at that time. It was a venturesome 
proposition. Nobody was certain whether you could sell the power 
or not after you invested the money. 

But the water users, being pioneers and being gamblers, as all 
farmers are, took the risk, and they told the Government : 

We will pledge our lands for the repayment of the cost of the investment on 
the power plant. 

Now it turned out to be a good thing, because the power market 
developed far beyond the expectations of the farmers and of the 
Bureau of Reclamation. 

Now, because it was a good thing, if the rates had been kept up to 
that level of vears ago, it does not mean that the water users have to 
sacrifice the proposition today. So after much negotiation they have 
arrived at this figure. 

Mr. Sartor. If it has been such a good proposition, why have the 
revenues gone down / 

Mr. Basnore. Because that has been a matter of national policy, 
apparently, to make power available and distribute it widely and 
cheaply. 

Mr. Ener. Further then that, if the gentleman will yield. they are 
sitting right there on their little island, right in the middle of the other 
public power projects, and they have to be competitive and move their 
rates down. 

Mr. Basnore. That is right. You have to sell your power to get 
anything out of it. You cannot sit there and hold it and say: “We will 
not let anybody have it.” When you have competitive power sur- 
rounding you, you have to sell. 

Mr. D’Ewarr. There are one or two points I would like to cover. 
First, the Bureau of Reclamation is not supposed to retail power. 
Second, the REA is not supposed to competitively drive out small 
rural distribution agencies. 

Mr. Basnore. On your first point, Congressman D’Ewart—— 
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Mr. D’Ewarr. Both of those are national policies, and one of them 
is written into law. 

Mr. Basuore. On your first point, the Bureau of Reclamation, so 
far as I know, does not retail power. 

Mr. D’Ewarr. That is right. They should have sold their power to 
this distribution system. 

Br. Basnorr. Well, the power in which these districts have a share 
in the net earnings goes into the distribution system. 

Mr. D’Ewarr. If I understand this correctly, this is a public agency 
and would be a preferred customer of the Bureau of Reclamation 
under the law. 

Mr. Sayior. That is right. 

Mr. Basuore. The RE A’s? 

Mr. D’Ewarr. No; the irrigation district is a public agency and 
under the law would be a preferred customer, 

Mr. Basuorr. Yes. But the irrigation district is not a purchaser 
asa district. The individuals in the district may be purchasers, but it 
does not as a whole act as a purchaser. 

Mr. D’Ewarr. If that is true, then the Bureau is retailing power. 

Mr. Basuore. No. 

Mr. D’Ewarr. That is not supposed to be done under the law. 

Mr. Basnorre. No, sir. That is not correct, Congressman. The 
power goes into the municipalities, is sold at wholesale by the Bureau, 
and the Bureau sells power to the towns of Mitchell, Nebr.; Torring- 
ton, Wyo.; Fort Laramie: and a number of other towns. It is sold to 
Gering, Nebr., wholesale, on down the river. 

Mr. D’Ewarr. Then this irrigation district only gets a wheeling 
charge / 

Mr. Basnorr. The Bureau of Reclamation manages the whole busi- 
ness with government employees. 

Mr. D’Ewarr. Yes. 

Mr. Basnore. If there are any net profits, they are distributed to 
the districts under the applicable law. 

Mr. D’Ewarr. Here you have a distribution system in this area 
owned by this irrigation system. 

Mr. Basnore. No; it is not owned by them. The Government owns 
the distribution system. The physical ownership is in the Govern- 
ment, but in 1924, I think it was, Congress enacted legislation which 
said that the power profits of these plants constructed in connection 
with irrigation FE nieve alinn should be credited to the landowners 
within the project. 

Mr. D’Ewarr. Well, we have a lot of questions here to clear up. 
That is one of them: I am sure of that. 

Mr. Eneie. How are we getting along on this? 

Mr. D’Ewarr. We are nowhere near the end. 

Mr. Sartor. Nowhere near. 

Mr. D’Ewarr. These questions I have just asked indicate we do not 
have the picture yet. 

Mr, Encore. Let us stop just a minute now and see what we can do 
about this testimony. These people from out in Nebraska want to get 
home. 

Mr. Miter. I think we are through with them as witnesses. 

Mr. Enote. Can we agree on that; that their testimony will not be 
required further ? 
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Mr. Miuter. Mr. Bashore, Mr. Dominy and the people from the 
Bureau of Reclamation are here, and on another day we can question 
them and bring out these things. 

Mr. Sartor. I would like to have these two gentlemen present, if 
we can keep them. 

Mr. Muzer. The Bureau should be in a position to give more 
information. 

Mr. Sartor. I think Mr. Rhodes is. 

Mr. Mitter. Mr. Rhodes has to go home this week end. 

Mr. Sayvor. Mr. Rhodes ought to stay, because I think he and I 
think alike. I would like for him to stay. 

Mr. Enete. Well, we cannot hold these folks here. We cannot 
schedule another hearing on this subject matter for several days. If 
we get into a position where we just simply have to have more testi- 
mony from out there, from Mr. Rhodes or from anyone else, we will 
try to get in touch with them and arrange for it. Otherwise we will 
plan on completing the testimony with Bureau witnesses. 

Mr. D’Ewarr. Mr. Chairman, as I understand this picture, we will 
have to change this contract to leave out this district, and in that case 
it has to go back and be re-voted on and the new provisions accepted. 
are — we have no contract before us, if the whole thing has to be 
changed. 

Mr. Basnore. Mr. Chairman, may I answer that ? 

Mr. Enate. Yes. 

Mr. Basnore. The contract was never voted on in the Northport 
District. 

Mr. D’Ewarr. But the Federal Government is going to pay $6.6 
million for this project, and take it over asa whole. If we leave out 
this irrigation district, then the price is going to be something else 
altogether, and the rates are going to be different, and therefore we 
are changing the contract. 

Mr. Povtson. A straight quorum call. 

Mr. Sayucr. It is $6.6 million for one district, and $400,000 for the 
district we have now taken out. 

Mr. Basuore. Let us make it simple. 

Mr. Sartor. That is almost $7 million. 

Mr. Mitier. Let Mr. Bashore answer that. 

Mr. Basnore. Say it is $40 per acre credit. 

Mr. Sartor. The House is in session. 

Mr. Basnore. Forget about your millions. 

Mr. Enetr. The committee will stand adjourned until further no- 
tice. We will go into this subject matter with the Bureau of Recla- 
mation witnesses. If we cannot get it all straightened out without 
testimony from you gentlemen again, it may be necessary to ask you 
: come back, in which event we will try to give you ample time to do 
that. 

We appreciate your being here and we are very sorry we ran so 
short of time. 

Thank you very much, all of you. 

(Thereupon at 12:16 p. m., Thursday, April 24, 1952, an adjourn- 
ment was taken to meet at the call of the chairman.) 
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SATURDAY, APRIL 26, 1952 


Hovse or REPRESENTATIVES, 

SUBCOMMITTEE ON IRRIGATION AND RECLAMATION OF THE 

CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, at 10 a. m., in the committee room of the 
House Committee on Interior and Insular Affairs, Hon. John R. Mur- 
dock (chairman of the Committee on Interior and Insular Affairs) 
presiding. 

Mr. Murpock. The committee will be in order, please. We will 
proceed with the further hearings on H. R. 6723. 

It is a little unusual to have a session on Saturday morning, and 
that is one of the reasons why it is a little difficult to get a large com- 
mittee attendance today. 

I am an ex officio member of the Subcommittee on Irrigation and 
Reclamation. I explained to Mr. Engle, “If you find it necessary to 
be away at any time, or inconvenient for you to preside, I shall be 
happy to help out.” 

I have been “playing hooky” a little bit this session. It makes me 
feel that I ought to give more of my time to this or other subcommittees 
because of that. 

Another explanation is this: I said to my good friend, Congressman 
Miller, “If you have some men here from across the continent, and 
they want to be heard more on this important matter, I will have a 
night session in order that we may hear them.” 

That is the reason I am presiding this morning, to try to wind up 
the matter. I am not acquainted with the subject matter. I want to 
get myself acquainted with it. 

I take it, Dr. Miller, that what we need to do is merely to round up 
the hearings and let your people from out West get away. Would 
you like to make an opening statement ? 

Mr. Mutter. Thank you, Mr. Murdock. I appreciate your being 
here this morning. [I know in the last month or two von have had 
a tussle with the hospital and the doctors. I am more than apprecia- 
tive that you have let us have a session on Saturday morning. These 
folks have come from quite a distance in Nebraska, and I believe they 
would like to get back home as soon as possible. I appreciate having 
the hearing this morning and the fact that the Bureau could be here. 

I think the procedure this morning would be to call Mr. McPhail 
and Mr. Dominy, perhaps, and let them sum up the problem. and 
then let the committee ask any questions the members would like to 
ask, if that is agreeable to you. 
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Mr. Murpock. That is quite agreeable. Mr. McPhail, and Mr. 
Dominy, would you come to the witness stand, please. 

Mr. Sayvor. Mr. Chairman, I do not know, but if the district engi- 
neer for the Bureau is present, I would like to have him here also, 
so that I could ask him questions. 

Mr. Mitier. Mr. Matthews, you mean? 

Mr. Saywor. Yes. 

Mr. Mitier. Yes. 

Mr. Murvock. Mr. Matthews, please just draw up another chair. 
Will you give your full name for the record ¢ 


STATEMENTS OF H. F. McPHAIL, ASSISTANT COMMISSIONER OF 
RECLAMATION; FLOYD E. DOMINY, ASSISTANT DIRECTOR, DIVI- 
SION OF OPERATION AND MAINTENANCE; AND I. J. MATTHEWS, 
DISTRICT MANAGER, NORTH PLATTE RIVER DISTRICT, CASPER, 
WY0., BUREAU OF RECLAMATION 


Mr. Marruews. I. J. Matthews. 

Mr. Murpock. Your title, please? 

Mr. Marruews. I am district manager for the Bureau of Reclama- 
tion on the North Platte River district, Casper, Wyo. 

Mr. Murpock. Thank you, sir. 

Mr. D’Ewarr. Mr. Chairman, is it the plan to let these people 
make a statement, and then we shall have an opportunity to ask 
questions / 

Mr. Murpock. I believe so. 

Mr. D’Ewarrt. I have prepared some questions to which I would 
like to get answers. 

Mr. Murvock. Yes. Mr. McPhail, have you a statement to make? 

Mr. MePuatm. Mr. Chairman, my name is Harvey F. MePhail. 
Tam Assistant Commissioner of the bureau of Roclamation. L would 
like to make just a brief statement, to indicate what has caused this 
problem to arise, and the reasons that we advocate that it be settled. 

The North Platte project originally started with one small power 
plant constructed in 1919, which was further enlarged in 1925, and 
a second power plant added in 1927 and 1928. Originally these two 
plants were sufficient in size to take care of the market requirements 
on and adjacent to the North Platte project. However, the load 
has grown extensively in the area, and is still going up very rapidly, 
until a point has been reached where the output of these two power 
plants, which is roughly in the neighborhood of 25 to 30 million 
kilowatt-hours a year, is quite insufficient to handle the present load 
of the North Platte project marketing area. The requirements of 
that area in the year 1951 were 47.4 million kilowatt-hours, of which 
21 million kilowatt-hours had to be purchased. The power pur- 
chased was from adjacent projects of the Bureau of Reclamation, 
composed of an interconnected system with the Shoshone-Riverton- 
Kendrick and North Platte projects in Wyoming, and the Colorado- 
Big Thompson project in Colorado. 

Also, there has been a problem in connection with rates in the area, 
The larger projects that have been developed now sell power at 
considerably lower rates than had previously existed in that area, 
so that the North Platte project area itself now stands out as an 
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island of high rates. The average return for firm power in the 
North Platte project area is about 10.8 mills per kilowatt-hour, 
whereas the return for the same class of load in the rest of the inter- 
connected system in Wyoming, Colorado, and western Nebraska, is 
about 6.8 to 7 mills. 

Mr. D’Ewarr. Is that wholesale or retail? 

Mr. McPuaty. That is wholesale rates only. There is no retail 
business conducted in connection with the Bureau’s operation. The 
Bureau has and does operate the power facilities on the North Platte 
project, and disposes of the power, at wholesale. The irrigation dis- 
tricts have never been in the power business in any way, either as 
purchasers or sellers. 

Mr. D’Ewarr. Could I ask a question there / 

Mr. McPuam. Yes, Mr. D’Ewart. 

Mr. D’Ewarr. My understanding was that the power rate in the 
Missouri Basin was a postage stamp rate of 514 mills. How does it 
happen in the Platte Valley to be 7 mills? 

Mr. McPuat. It has been planned that ultimately it would be a 
postage stamp rate in the area, in the whole Missouri Basin. How- 
ever, the system in Colorado, Wyoming, and Nebraska was entirely 
composed of old projects, that were authorized and constructed prior 
to the legislation authorizing the Missouri Basin project. There is 
one unit only now, in the Missouri Basin project, the Kortes plant; 
with another nearly ready to operate at Boysen, both in Wyoming. 

Rates were set in conformance with pay-out requirements under 
reclamation law, which requires that each project pay itself out. 
The level of rates that is now prevalent there accomplishes that 
purpose. 

Mr. D’Ewarr. Do you have a dump power rate in this area / 

Mr. McPuaim. We have rates for sale of such power where cus- 
tomers have their own generating capacity. Those rates are between 
4 and 5 mills per kilowatt-hour. 

Mr. D’Ewarr. What I had in mind is this: Do you give a special 
rate for dumping? 

Mr. McPuat. Yes, sir. We give a special rate for dump power. 
As I recall it, that rate is 4 mills now. Is that right, Mr. Matthews? 

Mr. Marruews. Yes, sir. 

Mr. D’Ewarr. Thank you. 

Mr. McPuam. To go on with my explanation, the four districts 
which are involved in the North Platte project have rights to the 
net power revenues that accrue from the operation of that power 
system. Those rights were established in the Fact-Finders Act in 
1924, I believe, and contained in their repayment contracts of 1926. 
They are interested, naturally, that those net revenues be at a 
maximum. 

If the rates in the area are brought down to the level of the pre- 
vailing rates for the other projects which are adjacent to them, then 
the net revenues will decrease very materially. Ultimately. if a 
514-mill rate were to be established throughout the area in connee- 
tion with the Missouri Basin project, the net revenues would virtually 
disappear, : 

On the other hand, the customers, the wholesale purchasers of power 
in the area, have been much concerned over the level of rates. They 
are now paying considerably more than towns and REA projects, 
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relatively close to them pay for power from other projects. So there 
is pressure on one hand by purchasers to get the rates down, and 
pressure by the irrigation districts to hold the rates up. 

In about the past 25 years of operation, the water users have had 
net credits given against the repayment of their construction charges 
of approximately $3,464,000. May I point out, that is an accumula- 
tion of net revenues over a 25-year period. 

Mr. D’Ewarr. Applied on the irrigation cost ? 

Mr. McPuai.. Applied on the cost of construction obligation of the 
irrigation districts. 

After long negotiation and compromises on both sides, we have 
come out with a proposal here which would give a further credit 
against those construction charges for these districts totaling approxi- 
mately $6,636,000. This is nearly twice what they have received over 
the last 25 years, and is vconated as compensation for future periods 
which would keep their earnings at somewhat the same level. For 
this amount of credit, the various districts if they were all agreeable 
to this legislation—three districts only out of the four being agree- 
able now, as I understand it—would give up all rights of whatever 
nature they might have in the | pa system, the net revenues, future 
possibilities for development of power, and so on. 

Mr. Sartor. Right there I should like to ask a question. Who owns 
the power plants right now ¢ 

Mr. McPuatr. The power plants are now owned by the United 
States and are held in the name of the United States. The power 
revenues only are involved here now. 

Mr. Sartor. Who owns the distribution system ? 

Mr. McPnHat. The high-voltage transmission system is considered 
a part of the power system, and is owned by the United States. 

Mr. Sayvor. If this bill is passed, who will own the power plants? 

Mr. McPuat. The United States will still retain ownership of the 


power plants. In addition, it will have the right to the net power 


revenues. 

Mr. Sayrvor. Oh. You anticipate there will be some net power 
revenue ¢ 

Mr. McPuaw. We think there will be some, because of the possi- 
bility of integration with the other plants of the Bureau, and the 
possibility that there may be additional power developments. There 
is the third unit, for instance, at the Guernsey power plant, and the 
development of the head at Pathfinder Reservoir, which are features 
of the North Pls te project. 

Mr. Sartor. What will be the cost of these additional features ? 

Mr. McPuat. The cost of those two additional developments is 
roughly $9 million. 

Mr. Saytor. So that the figure here of $6,636,000 for the North 
Platte project and $403,000 for the Northport Irrigation District 
is only one side of the picture. That is going to be a credit. Then, 
in addition, there is going to be an outlay of over $9 million more; 
is that right ? 

Mr. McPuatt. Ultimately, to develop the two additional possi- 
bilities that are directly associated with this project; that is correct. 
There is one exception. I might say, Mr. Saylor, that the $403,000 
for the Northport district is included in the $6,636,000. 
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Mr. Saylor. You say that one of these two plants was first built 
in 1919, and the second in 1925 and enlarged in 1927 and 1928. What 
was the total cost of those plants ? 

Mr. McPua. The total cost of those plants was roughly $2,325,- 
000, originally. That is a cost that was mostly incurred in the 1920s. 
If that is indexed up to the present-day costs, on the basis of con- 
struction cost indexes, which the Bureau has worked out, we estimate 
it would cost about $6,235,000 if they were to be replaced at the 
present time. 

Mr. Saytor. What is the cost of the transmission lines? 

Mr. McPuai. Those figures contain the transmission lines, Mr. 
Saylor. 

Mr. Sayzor. Now let us break it down a little further. What is 
the or iginal cost of the power plants as distinguished from the trans- 
mission system ¢ 

Mr. McPuat. I am sorry; I do not have that information here. 
Do you happen to know that, Mr. Matthews? 

Mr. Marruews. It is approximately $900,000 for the power plants 
alone. 

Mr. Sayior. That is, Mr. Matthews, for the one built in 1919 and 
the second one built in 1925 ¢ 

Mr. Marruews. Yes, sir. 

Mr. Savior. $900,000. So that $1,100,000, in round figures, would 
be the amount used to be expended for the transmission lines? 

Mr. Marruews. That is not entirely true, Congressman, because 
we allocate a portion of the cost of the Guernsey Dam to the power 
system. You have the Guernsey Dam cost of about $1,600,000, and 
we allocate 25 percent of that to the power system, and the remainder 
to irrigation. 

Mr. Sartor. 25 percent of the cost of the Guernsey Dam is in- 
cluded in this figure of $2 million; is that correct / 

Mr. Marrnews. That is correct. 

Mr. Sartor. So that the actual outlay for the cost of the trans- 
mission lines and power plant would be somewhat under $2 million; 
probably about $134 million; is that right ¢ 

Mr. Marrnews. That is correct ; yes, sir. 

Mr. Sayior. And over 25 years the district has made a net revenue 
of $3,424,000 ? 

Mr. Marrnews. That is correct. 

Mr. Sayvor. The purpose of this bill is to give the irrigation district 
an additional credit of $6,636,000; is that correct ¢ 

Mr. Matrurws. Yes, sir. 

Mr. Asrinati. Will the gentleman from Pennsylvania yield for a 
question ¢ 

Mr. Sartor. What I am trying to find out now is what Uncle Sam 
get for this credit of $6 million that he does not already have. 

Mr. Asernaue. Ask him what happened to that $314 million of net 
revenue. 

Mr. Sartor. Allright. I think Mr. McPhail said that was applied 
toward the irrigation 1 district obligations. 

Mr. McPuauw. That is correct, Mr. Saylor. Against their con- 
a > cost. 

Mr. Sartor. Against their construction cost. Nothing has been re- 
paid to Uncle Sam for the cost of the dam or the power project ¢ 
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Mr. McPuat. Yes, sir. These districts in their contracts under- 
took the obligation to repay the costs of the power system. This credit 
that has been given to them already is far more than sufficient to have 
repaid the power system out, and, in addition, to pay against the 
irrigation features. There is no separation of their obligation. It is 
a lump-sum obligation covering all facilities. 

Mr. Sartor. As I looked at the figures that the Bureau sent up here 
the other day, the total cost of this entire project was somewhere in 
the neighborhood of $27 million. 

Mr. Dominy. May I explain that figure ? 

Mr. Saywor. Yes. 

Mr. Dominy. The total cost of the original construction facilities, 
including power, Mr. Saylor, was a little over $20 million. This 
figure of $27 million which we have given you includes the estimates 
of all the “rehab” costs which were visualized in the rehabilitation and 
betterment contracts, which were in effect, and which will be modified 
to some extent if this plan goes into effect. 

In answering your question, we wanted to give you the current esti- 
mate of the total Federal outlay visualized today on each project. 
That was why it showed $27 million on the table we gave you, because 
it includes almost $8 million of rehabilitation and betterment antici- 
pated expenditures. 

So for your purposes here today, the original construction cost was 
just a little less than $20 million, as I recall it; is that not right? 

Mr. Marruews. Yes. 

Mr. Sayvor. That includes the power project ? 

Mr. Dominy. Yes, sir. 

Mr. Sayvor. And that has been set up here as somewhat less than $2 
million for both the power plants and the distribution lines. 

I am interested in finding out what system the Bureau uses in 
figuring their rate costs. Under the law, I understand there are two 
theories of figures for rates. One is based on the present replace- 
ment cost of a plant. The other is based on the amount prudently 
invested. 

I want to know what theory the Bureau has used in recommend- 
ing in this bill the expenditure or the writing off of $6,636,000 as a 
credit to these irrigation districts, to get something which they already 
own? ; 

According to your testimony, to be brought up to date it will cost 
something like $9 million more. The original cost was less than $2 
million. What mental gyrations has somebody gone through down 
there in the Bureau to come up with this one? To me this is one of 
the most fantastic things I have ever heard of. 

Mr. McPuat. Well, Mr. Saylor, the Bureau has of course gone 
through a long period of negotiation with the districts in an attempt 
to arrive at a settlement which would be mutually satisfactory. In 
its thinking in those negotiations it has considered that the net profits 
from this system, going to the irrigation districts, represents a real 
ralue which those districts have. 

There are a number of ways a problem of that kind can be ap- 
proached. If you take the approach that is customary, for instance, 
in connection with the a 3 ea of property, there has been 
pretty generally accepted the principle that consideration will be given 
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te the replacement cost of that property in establishing value. That 
has been one approach. 

As I pointed out, our estimate indicates about $6,235,000 as a figure 
that would represent the replacement of those. 

Mr. Sartor. Under your theory, that would give you a modern 
plant. 

Mr. McPrain. That is correct. 

Mr. Saytor. But this plant is 25 to 30 years old. 

Mr. McPuat.. But this plant has been kept in good shape. It 
certainly has some depreciation, there is no questioning that, but it 
has been kept up to good operating condition always. 

The Guernsey power plant, the larger one of the two, is quite a 
medern plant, and stands well in efficiency when compared to later 
developments. The Lingle plant, the smaller one, is of somewhat 
lower efficiency than would now be constructed at the same site. 

But, over-all, it is a good system, has been well kept up, and is in 
good operating condition. There is no reason why, in our opinion, 
it cannot remain in that position for a long, long period of years. 

Mr. Savior. Well, then, I am at a loss to understand under what 
theory you have gone out to these people and told them there will not 
be any net revenue, or that the net revenue will fall off, because if the 
plant is now efficient, if over the past 25 years you have returned al- 
most twice what it cost, and you say that the plant today—at least 
one of them—compares very favorably with a new plant, why is 
there this picture you have painted out there in the valley that every- 
thing is going to be so bad, and that there will not be any net revenue ? 

Mr. McPnam. There are two circumstances that indicate a lessened 
amount of net revenue. One, the increasing cost of operation and 
maintenance, which calls for increased expenditures. Those costs 
have increased over the past number of years, so that they are sub- 
stantially higher than they were just a few years ago. 

Mr. Sayvor. That will be true whether Uncle Sam owns it and gives 
this $6 million credit, or whether he does not; is that not correct ? 

Mr. McPuam. That is correct. The other is the principal item. 
That is one which the Federal Government itself is largely responsi- 
ble for: the rate level in this and adjacent areas. 

Now, under the policies that have been laid down by the Congress, 
the Bureau has established power rates to provide the lowest cost 
consistent with sound business principles, and the most widespread 
use of power. That has fedeiited in these larger projects that are ad- 
jacent to this one establishing a lower rate level. The only way that 
the net profits on this system can be kept up is by keeping a high level 
of rates that now prevails. That will be most difficult, because many 
of the customers now on the system have a preference under the law— 
they are public bodies—and would like to get their power from where 
the costs are less. 

Mr. Sayvor. In other words, what you are saying is that the Bureau 
probably has, as a result of these extensive power developments in 
the area, power that they now want to put in competition with this 
other project that is a little older; is that correct ? 

Mr. McPuat. Well, that power is in competition without question. 

Mr. Saytor. So that actually the Bureau now wants to come to 
Congress and ask us to set aside a contract which these people entered 
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into in good faith, and defy all the rules of common decency of being 
treated by the Government as though they were responsible individ- 
uals. This action of the Bureau, I think, is terrible. 

Mr. Mitier. Will the gentleman yield there ? 

Mr. Sartor. Yes. 

Mr. Miter. I think it is well to go into all the phases of the intri- 
cate problem that has confronted these three or four districts and 
the Bureau. 

I want to say to my good colleague from Pennsylvania that these 
irrigation districts and these folks who are directors of these districts 
who are here today have gone through 3 or 4 years of negotiations 
with the Bureau. They traded back and forth. 

Now, they have made a “horse trade” on the power that might 
develop in the future from these dams. Whether it is good or bad 
remains to be seen. I had not thought, in looking at the bill, that the 
question of what was being paid was really a matter of controversy, 
of subject to review, because they have reviewed it out there. Then 
they took a vote on it. I think it averaged out at about 90 percent of the 
people outside of the Northport area, who voted for this proposition, 
after there were full public hearings. 

Whether this is good or bad I do not know. I have felt that the 
Bureau was taking undue advantage, maybe, because they are in a 
position to squeeze these people out, because of competition of rates 
that now must be charged, and what is being charged around the area. 
But the directors and the people out there, who handle the water and 
the power, took all of that into consideration at the schoolhouse meet- 
ings, and many many meetings and negotiations for 4 years. Now 
they have voted and agreed to the contract. 

Of course it is up to the Congress to say “Yes” or “No.” If we do 
not do this, I think we will be penalizing the irrigators more than we 
will the Bureau. At least they have agreed to it. 

Whether it is a good “horse trade” or not I do not know. Maybe 
some of them are satisfied and some are not. I wanted to tell my 
colleague that because they have sort of decided those issues, at the 
grass roots—and we want them to decide—even though maybe there 
Was some pressure put on by the Bureau, these people, I think, did 
what they could to get a good trade. They came up with the $6.6 
million, and that is what we are trying to decide here today; as to 
whether we shall approve the contract. 

Mr. Murpock. Will the gentleman yield for a question? 

Mr. Sartor. Yes. 

Mr. Murpock. Or do you wish to make a reply ? 

Mr. Sartor. I should like to reply to the doctor. 

Mr. Murpock. Then will you yield for a question ? 

Mr. Sayvor. Yes. 

Doctor, I just want to say to you that maybe my ideas and yours 
of the function of Congress differ; but one of the principal things 
we are down here for, I think, is to make sure that a group like the 
Bureau of Reclamation does not go out and take advantage of the 
people. It may be that in desperation or as a last resort they have 
come up with what they think is the best deal possible. I do not think 
it is our duty to let the Bureau get away with it. Actually, that is 
what they are doing. 
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Mr. Miuurr. I think that is true, Mr. Saylor, except for this: You 
and I might differ on whether this is a fair contract or not. Right 
here in this committee we have differences of opinion. But that issue 
has been decided out there in the grass roots, where more than 90 
percent of the people voted in favor of the agreement. You and I 
cannot sit here in 2 or 3 hours and decide what they took 4 years to 
decide. ‘They are deciding; not us. 

Mr. Savior. But the other day when Mr. Rhodes was here he re- 
ferred to the meeting which the water users had, in his statement 
which he filed here, the water users in his district, the Northport Irri- 
gation District back in Nebraska. He said that they had taken a tran- 
script of the testimony. I wanted to know if he had that, and after I 
looked it over I was astounded to tind some of the statements that he 
has in the transcript of testimony. 

For example, here is a statement Mr. Matthews is supposed to have 
made, With regard to a question about this matter, he says: 

It is the duty of the Bureau of Reclamation to carry out the policies of the 
administration in power and it is a part of the socialistic program of the present 
administration in power to give electricity to consumers at cost, and as a part 
of the administration's socialistic program, the Bureau must reduce the rates 
charged for North Platte power to carry out the Government's socialistic program. 
If that is the attitude that the Bureau of Reclamation is going out and 
telling to the farm holders and landowners of the country in the 17 
Western States in which they are dealing, then it is time for Congress 
to know about it. 

Mr. Bow. Let us find out if Mr. Matthews made that statement. 

Mr. Murpock. From what document are you reading, Mr. Saylor? 

Mr. Saytor. Mr. Chairman, you were not here the othér day, but 
Mr. Rhodes, who was here, representing the Northport Irrigation 
District, in his statement which “ filed with the committee, and testi- 
tied from, said that they had a meeting of the irrigation district in 
December of 1951. He said that at that time they took minutes of it. 
I asked him about that when | talked to him afterward. I said: 
“T have heard vou testify and refer to minutes. Do you have them 
here?” He said “Yes.” He gave them to me and I went over them. 
As to some of the statements that were made, I cannot believe that 
representatives of the American Government, of the United States, 
are going out and telling the people that. If it is true it is time, I feel, 
that this committee finds out what the representatives of the Bureau 
are doing. 

Mr. Murpock. Does that purport to be a statement by one of our 
witnesses, Mr. Matthews? 

Mr. Saytor. Yes, sir. This is titled “Northport Irrigation Dis- 
trict, December 13, 1951”: 

C. A. Kisner, president of the board of directors of the Northport Irrigation 

District, called the meeting to order at 8 p. m. with, “This meeting is called for 
the purpose of getting you acquainted with the proposed contract.” 
There was a statement here by Mr. Rhodes. Then with Mr. Wellen- 
siek and Mr. Matthews there was a series of questions and answers as 
it goes back and forth here. When I read part of this I could not 
believe it. - 

Mr. Mutter. I might say, Mr. Saylor, that Northport did not vote 
on this, either. Maybe the testimony had something to do with it. 
You and I would object most strenuously if the Bureau had said to 
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these districts: “You must do this” without giving them a chance 
to vote. The other three districts understood it thoroughly, and after 
understanding it thoroughly they did vote to approve the contract 
that was offered. That was a democratic process, in my book. I 
do not like what Mr. Matthews said, if he did say that. 1 do not 
know whether he said it or not. He is here. 

Mr. AsprnaLi. Mr. Saylor, will you yield for a question ? 

Mr. Saywor. Yes. 

Mr. Asprnatu. Is it your endeavor to show whether or not this 
statement by Mr. Matthews was made, or to show whether or not 
Mr. Matthews, an employee of the Bureau of Reclamation, had a 
right to make such a statement, determining the policy of the present 
administration ¢ 

Mr. Saywor. That is what I want to show. 

Mr. Asprna.., I see. 

Mr. Sartor. Mr. Matthews, you have heard me read from this 
transcript of testimony. I will ask you whether or not you made that 
statement ¢ 

Mr. Marrnews. I probably did. 

Mr. Sayvor. Did you or did you not make that statement ? 

Mr. Marruews. I do not believe I can definitely answer that because 
I do not remember stating it in those words. If I did, the word 
“socialistic” was used rather carelessly. My thought was, in that, 
that it was the policy of the Government today to sell power at cost. 

Mr. Saywor. Let me read a series of the questions here, to refresh 
your recollection. 

Mr. WELLENSIEK. It is my understanding that you used to figure the present 
value of the earnings of the next 50 years based on reports of the last 25 years? 

Mr. MATTHEWS. Approximately, yes. That is further contemplated upon the 
fact that the reduction of the present rate schedule which is about 1.1 mills. 
That is the revenue contemplated on the present rate schedule which is 1.8 mills. 
The basic rate is 7.25 mills of the Bureau at the present time. 

Mr. Ruopes. You consider bringing in that Bureau power to compete with 
North Platte project power. Is that your proposition? 

Mr. MATTHEWS. I wouldn't be surprised; yes. 

Mr. Ropes. There is not any particular competition by the Bureau of 
Reclamation, is there? 

Mr. MatrHews. I am not sure where Scottsbluff gets its power. 

Mr. Ruopes. Has he answered your question? 

Mr. MatrHews. * * * ‘This rate schedule of 1.8 milles on the present rate 
schedule is higher than is being charged by the Bureau for intermountain power 
and this rate must be reduced because all of the REA’s are asking it. Bridge- 
port, beginning this month, is taking power from the Bureau of Reclamation 
at a rate of 7.8 mills. It is the duty of the Bureau of Reclamation to carry 
out the policies of the administration in power and it is a part of the socialistic 
program of the present administration in power to give electricity to consumers 
at cost, and as a part of the administration’s socialistic program, the Bureau 
must reduce the rates charged for North Platte power to carry out the Govern- 
ment’s socialistic program. 

Mr. WELLENSIEK. I live down at Grand Island and they tell me that the rates 
there have to be raised and under present operating conditions they are com- 
pelled to charge a rate that will pay all these charges and construction charge 
obligations, and with the aécruing charge of operation, they will have to raise 
these obligations? 

Mr. MatrHews. Not qualified to answer. 

Having refreshed your recollection with what went on at that meeting, 
did you or did you not make that statement ¢ 


Mr. Marruews. I will say I did. 
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Mr. Sartor. How long have you been employed by the Bureau of 

teclamation / 

Mr. Marruews. 36 years. 

Mr. Sartor. What is your present capacity ¢ 

Mr. Marruews. District manager, Bureau of Reclamation, Cas- 
per, Wyo. 

Mr. Sayzor. Is that the policy of the Bureau of Reclamation in 
the area which you represent / 

Mr. Marruews. The Bureau of Reclamation does not establish 
policies. 

Mr. Sartor. Well, then, where do you get the authority to make the 
statement to the people there at that meeting that it was the duty 
of the Bureau of Recleniation to carry out the policy of the adminis- 
tration in power, and that it was— 

a part of the socialistic program of the present administration in power to 
give electricity to consumers at cost 
Mr. Marruews. That is a matter of the mandates of Congress. 

Mr. Sartor. What is that? 

Mr. Marruews. Congress tells us we shall sell that power to the 
people at cost. It is a matter of law. 

Mr. Saytor. Where in the Jaw can you point out to this committee 
a provision to show where Congress has ever said to the Bureau of 
Reclamation that you are to sell power at cost ¢ 

Mr. Marruews. Can you answer that, Mr. McPhail ? 

Mr. McPuai. No; I do not think that the law says just that. The 
law, as interpreted, indicates a policy on the part of the Federal Gov- 
ernment to sell the power at the lowest rates consistent with sound 
business principles. 

Mr. Pou.son. Will the gentleman yield ¢ 

Mr. Saywor. Yes. 

Mr. Pou.tson. How can they determine cost, when they say they are 
selling it at cost, and when they turn around and charge certain users 
higher rates than they do other users? That is not direct cost that 
way. As an accountant, I know you cannot ascertain that. You 
cannot prove it. 

Mr. McPuat. It is difficult, Mr. Poulson. We have felt that the 
nearest approach that could be made from a practical standpoint is 
to establish the same rate, and then the cost per unit of electricity 
under that rate would be whatever the customer may earn, 

We have in this area a rate which uses load factor, as the criteria. 
If a customer has a higher load factor, he earns a somewhat lower rate 
than one with a lower load factor. We realize you cannot tell that 
exactly. 

Mr. Miuirr. Will the gentleman yield? 

Will you tell me what is the average price in the districts at present ? 

Mr. McPuau. For firm power, Dr. Miller, it is about 10.8 mills, on 
the last records I have. 

Mr. Miuuer. That is for firm power ? 

Mr. McPuat, That is for firm power; yes. 

Mr. Miter. You propose to sell it around 7 mills? 

Mr. McPuatt. In the areas adjacent to the project, it is about 7 
mills. It varies from 6.8 to 7.25, in those areas. 
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Mr. Murpock. Now would the gentleman yield for a question, if it 
does not break in on the continuity ¢ 

Mr. Saytor. Yes, Mr. Chairman. 

Mr. Murpock. I recognize the gentleman’s insight into sound busi- 
ness principles, and naturally we would like to have the Bureau of 
Reclamation conduct all of its affairs on sound business principles. 

I want to ask the gentleman this question: this is highly technical 
and I am not well informed, but when regulatory bodies—and I be- 
lieve each of the 48 States has a regulatory body which fixes utility 
rates—are involved, do they not fix those rates generally on the basis 
of the replacement costs ? 

Mr. Sayvor. Mr. Murdock, there are two theories, depending on 
which State youre in. As to telling you which one each State uses, 
I cannot tell you. 

One theory is that you shall base your rates on the amount pru- 
dently invested. In other words, you may build at a period of high 
cost, and consequently justify a high rate. On that basis you charge 
a high rate. Or, having built it at a low cost, you would not be 
justified in charging nearly as high a rate, because of the actual cost 
of construction. 

Mr. Murpock. Do you know which predominates generally ? 

Mr. Sartor. Wait until I tell you the other theory. The actual 
replacement cost as of the time the hearing is held is the other. 
In the Eastern States, that I know of, the amount prudently invested 
has been the principal basis. Some States use the replacement cost. 
It is my general impression that the amount prudently invested is 
the basis of the rate structure in most States. 

Mr. Murpock. I had the different opinion, that it was the replace- 
ment cost which prevailed in the West. I might be wrong on that. 

If it does prevail, as it does in my State—which is, after all, only 
one of the 48 States, and a small one at that—then the new rates 
established on the basis of the replacement cost are placed even on 
old facilities which probably cost a lot less a quarter of a century 
ago, when they were built? 

Mr. Sartor. That is correct. 

Mr. Murpock. So that it is not such an unfair thing to talk about 
a plant built 25 years ago at a lower sum, and now have rates fixed 
on the basis of replacement costs. That would be following general 
practice, would it not, and sound principles ? 

Mr. D’Ewarr. I think Mr. MePhail will tell us that in the Mis- 
souri Basin you have an arbitrarily fixed rate in the hope that it will 
be the correct rate after the construction costs are better known; is 
that not true? 

Mr. McPuatn. Well, it is true in this sense. Mr. D’Ewart: We 
made an estimate of what we anticipated the Missouri Basin develop- 
ments would cost 

Mr. D’Ewarr. Yes. 

Mr. McPuauw. The rate at which the market might absorb the 
power was used, and we calculated a full pay-out for the entire period 
and arrived at the rate which we now have. We used some judgment 
in connection with that rate, I am happy to say, because we have 
certainly found that experience am 9 we should have. We set 





the rate originally considerably higher than the preliminary cost 
figures at that time might have indicated was proper. 
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Mr. D’Ewarr. And the rates fixed for Federal projects are not 
subject to State review / 

Mr. McPuatm. No, they are not: and they are based on original 
investment on the rates fixed by the Government. We use original 
cost. 

Mr. D’Ewarr. Only the Federal Power Commission can review 
them, in an advisory capacity ¢ 

Mr. McPuam. Yes. They have certain advisory responsibilities 
under the Flood Control Act projects. 

Mr. Sayxor. But the rates that you fix in a whole area are based 
on a grid rate which is without regard to the cost in any one project ¢ 

Mr. McPuan. No. 

Mr. Sayvor. In other words, do you not average your rates? You 
may have a high-cost plant and a low-cost plant, and you add the 
two together and divide? 

Mr. McPuaw. We advocate that kind of treatment, Mr. Saylor, 
but we are not, in our opinion, legally clear to do that with our old 
yrojects where individual repayment is required. We do think that 
it is proper and advisable that the rates be averaged. 

The Missouri Basin project is one project, of course, consisting of 
many units, and there we do average in order to come out with a 
project rate. 

Mr. Muer. Will the gentleman yield’ 

Mr. Sayuor. Yes. 

Mr. Mitzer. In your so-called postage stamp rate, which you are 
establishing for the Missouri River project, that will be a flexible 
thing to reflect the increased costs, if they do come, or the decreased 
costs; or is it an arbitrary postage stamp rate that will cover the 
whole area / 

Mr. McPuam. It is a postage stamp rate which we have based 
upon estimates. In all of our contracts we provide a clause for adjust- 
ment of rates if and when it is found necessary to adjust them. 

Mr. Mizier. That same rate goes to the high-cost area, as well as 
the low-cost area? 

Mr. McPuat.. That is correct; where we have postage stamp rates. 

Mr. Mriter. Have you given any thought to permitting munici- 
core where lines go by the towns, to go out to the substation and 

uy the electric power and then let them distribute it in town under 
their own discretion, without any interference at all from the Interior 
Department ¢ 

Mr. McPuatm. They do distribute it themselves. We enter into 
no distribution or retail sale at all. The Department has felt that 
under the provision of the law, there is placed upon it a responsibility 
to see that the power is sold to the ultimate consumer at the lowest 
possible cost, and that some supervision should be exercised to see 
that the revenues taken are not dissipated for odd purposes. 

Mr. Mitter. Of course, that is where some of our towns are dis- 
agreeing with the Bureau. 

Mr. McPuat.. That is correct. 

Mr. Mixxer. In that you are dictating what the rates will be, and 
how the books shall be kept, after they buy the power from the 
substation. 

Mr. McPuat.. That has been an item of controversy. 
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Mr. Mritter. They maintain that they elect their own mayor and 
city council, which are quite well qualified to say how they shall 
distribute power and what they shall charge. If they want to give 
free power for lights at Christmas time they do not think the Bureau 
should have anything to say about it. 

I wonder if we cannot approach the time when we can say to the 
towns and the people who are purchasing power: “Here it is at the 
substation. It will cost so much. What you do with it and what 
you sell it for is your own business.” Can we not eventually leave 
that decision up to the towns and municipalities, since they elect their 
own mayors and councils and run their own business? Do you not 
think we ought to try to approach that? 

Mr. McPuat. Well, Dr. Miller, that is a policy that I do not lay 
down. 

Mr. Miier. I understand. 

Mr. McPuat. That is something to be discussed with the Secretary 
of the Interior. 

Mr. Miter. For 9 years I have quarreled about that. I think this 
committee, or some committee, will have to set up a policy that will 
say to the Interior Department: “Gentlemen, you are selling power 
derived from public funds, and when it comes down to the substa- 
tions we are going to let town X buy at the price agreed upon and 
then they shall distribute it and sell it and keep their own books, and 
give it away if they want to, or charge more. If the people are not 
satisfied with it they can change their mayor, or city council. They 
should be able to run their own affairs. I hope that can be done. I 
know that you do not like it. Iam a little disturbed sometimes as to 
how far you reach out and tell the little communities what they have 
todo.” They have come to me and said: “Shall we buy power from the 
Reclamation people?” But when you tell them what to do I have 
frankly told the little towns to tell you to go to the hot spot; frankly, 
that I thought you were getting clear beyond any authority given you 
by law. They thought so, too. So they went out and bought their 
own power and they are doing a good job. 

I was mayor of Kimball, Nebr., for a couple of years, and we 
saved some money, and the town is quite well run. It would not be 
well run, and it would have lost a lot of authority to govern its own 
affairs, if they had permitted you to come in and keep a set of books 
for them. I know that you do not make that policy. Do you not see 
their position? It disturbs me no end when these towns want to pur- 
chase power from the Reclamation people and you say, “Yes, you 
shall have it; but we will keep your books and tell you how to run 
your business.” Those people are the elected officials in those towns. 

Mr. McPuan. I think that both the Bureau of Reclamation and 
the Department of the Interior are pretty apt to follow what they 
think are the policies laid down by the Congress. 

Mr. Mitten. We ere very far awey from it still, and I think that 
we ought to get back to it. I just wanted to get that off my mind. I 
think that Mr. D’Ewart has some questions to ask Mr. Dominy. 

The first question is: Did the people out here have a vote; did they 
agree to the contract, and shall the committee and the Congress ap- 
prove the contract ? 

Mr. D’Ewarr. And is the interest of the taxpayer protected ? 

Mr. Miuier. Yes. 
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Mr. Murvock. Before going into that, it is my understanding we 
would wind up the hearings as best we could this morning without 
bringing the matter to a vote. 

Mr. Mixer. I am guilty for getting off the subject. I brought in 
this other thing. 

Mr. Mvurpock. I am just wondering if we could complete our hear- 
ings this morning in 380 more minutes. We have unanimous consent 
to proceed with the he: irings not to exceed 11: 30. 

Mr. D’Ewarr. I have submitted my questions to Mr. Dominy so 
that he would have an opportunity to dig out the figures. 

How are you coming along, Mr. Dominy ? 

Mr. Dominy. Mr. D’Ewart, your definition of the word “oppor- 
tunity” disagrees with my definition. 1 would not say that I had had 
an opportunity. 

Mr. D’Ewarr. I perhaps should apologize. I worked those up this 
morning before coming to the committee because I did not have an 
earlier opportunity. I would like to have presented them to you at an 
earlier date. I think that it would give us a picture of what we are up 
against here if we could have the figures. 

First, ] asked in regard to the power project and the transmission 
lines the total cost of the plant. We have that. It is $1,775,000 to the 
United States. 

Mr. Dominy. Well, actually I think a better figure for the committee 
to have in mind is the figure of $2.325,000, which is actu: ally the total 
cost of the North Platte construction which we consider is a direct 
power outlay that includes a segment of the Guernsey Dam, because 
without the Guernsey Dam you could not have the power. 

Mr. D’Ewarr. Now, the next question is the amount that has been 
repaid to the United States as principal on this investment ? 

Mr. Dominy. You want that both from power revenues and—— 

Mr. D’Ewarr. I do not care where it came from. but how much of 
this debt of $2,325,000 has been repaid to the United States? 

Mr. Dominy. That, of course, has been paid in full, if you want to 
assume 

Mr. D’Ewarr. It has all been paid off ¢ 

How much has been repaid to the United States as interest on the 
investment / 

Mr. Dominy. None; because in this type of power operation, Mr. 
D’Ewart, where power was not allocated, so to speak, to commercial 
power functions, as it now is under the 1939 act—it was an integral 
part of the project—and the costs thereof were assigned under the 
repayment contracts to be repaid by the several irrigation districts. 

Mr. D’Ewart. The Federal Government got no interest on its 
$2,325,000 ¢ 

Mr. Dominy. No, sir, it was not necessary in the rate structure to 
include 3 percent interest, as is true now under the 1939 act. 

Mr. D’Ewarr. It was without interest ? 

Mr. Dominy. That is right. It was advanced the same as any 
irrigation construction advance. That was true in all the earlier 
projects where we incorporated power as an integral part of the 
irrigation system, and where the water users clearly took the re- 
sponsibility to pay the costs of the power plant as an integral part 
of their project system, and were guaranteed whatever power rev- 
enues were to become available. 
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Mr. D’Ewarr. How much of the power earnings were applied to 
irrigation repayment? You gave us $3,424,000, which is the net 
revenue. 

Mr. Dominy. That was to June 30, 1950. I can break that down 
by irrigation districts, as you ask, if you wish. 

Mr. D’Ewarr. We will get to the irrigation districts in a minute. 
In other words, on the debt of $2,325,000, without any interest, you 
have repaid the United States $3,424,000. Why did you pay more 
than the debt? 

Mr. Dominy. Let us start again. Of the total cost of the North 
Platte project, $20,000,000-odd, $2,325,000 of it was by reason of 
power construction. There was no segration, however, as far as the 
water users’ deal with the Federal Government was concerned. The 
water users said that— 
we pledge ourselves to pay the full $20,000,000, including the costs of the canals 
and the dams, the laterals and the cost of the power plant. As part of the 
equity and wealth-producing features that we have as our basis to raise the 
money to pay, we have the lands on which we are going to grow crops, on which 
we hope to make a profit to pay off part of that debt. We have power plants 
which are going to produce revenues which we hope will make us a profit, and 
that will help to pay out the $20,000,000. 

The power plants have paid a revenue in the amount of $3,424,000 
up to June 30, 1950, and the water users have credited that on their 
debt of $20,000,000. 

Mr. D’Ewarr. I am just trying to get the financial picture, and 
I want to know how we stand financially. 

Then, instead of showing $3,424,000 as a repayment because of the 
power Peeget, we should show only $2,325,000 and apply the rest on 
irrigation ¢ 

Mr. Dominy. If you want to break down the books. The water 
users have already paid out their power plant, and they have had 
$1,500,000-odd to be applied to the irrigation water portion of their 
debt. 

Mr. D’Ewarr. There is nothing still due the Federal Government 
on the contract. The power investment covered in the contract has 
been paid out. 

What were the net earnings of this project the last year—the power 
project and the transmission lines? 

Mr. Marruews. In 1951 I think the earnings will be some $80,000. 

Mr. Dominy. That represents the net earnings, above operations 
and costs. 

Mr. D’Ewarr. How were these net earnings used ? 

Mr. Dominy. Those net earnings will be distributed on an acreage 
apportionment among the four districts of the North Platte project, 
plus the individual water users who have a right and an obligation 
under the contract. 

Mr. D’Ewart. They will apply it on the irrigation costs ? 

Mr. Domriny. That is right, sir. 

Mr. D’Ewarr. The present value of the project. (a) considering 
the initial investment of $2,325,000, minus the 2 percent depreciation 
which I believe is the usual depreciation allowed by the Federal 
Power Commission. 

Mr. Dominy. I will ask Mr. McPhail to give you the answer, and 
I believe the question could be stated specifically—What is the cur- 
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rent value of the Lingle and Guernsey transmission lines which the 
Government has built 4 

Mr. D’Ewarr. I recently had something to do with the buying by 
the REA of an Indian power project, and we appraised that project 
in two ways: First, the original cost minus depreciation, and we 
arrived at a figure, and then we took the 10-year earnings and cap- 
italized them and arrived at another figure. We averaged those 
figures for the amount the REA was willing to pay for the project. 
In this case, we are taking over this project and crediting the purchas- 
ing price to the power users. 

Kirst, what is the value of the project considering the original 
investment, minus depreciation for 25 years ? 

Mr. McPuatm. I am sorry, but I cannot answer that offhand. I 
will be glad to furnish the figure for the record. 

Mr. D’Ewart. Then will you give me () the average earnings 
over the last 10 years capitalized at 5 percent / 

Mr. McPuat.. We will be glad to furnish that. for the record, also. 

(Information requested is as follows :) 


North Platte project power facilities 


1. Total cost allocated to power (approximately )—~--..---------- $2, 325, 000 
(a) Guernsey power plant (approximately)—-- $1, 375, 000 
(b) Lingle power plant (approximately) -—--~—~ 270, 000 
(c) Power distribution system (approximately ) 680, 000 
2. Amount repaid the United States as principal______----_-_--~- 2, 325, 000 
3. Amount repaid the United States in interest____.._.____-_-_----- 0 
4. How was interest used______-__-_-_--_____----~---_-_------- (*) 
5. How much of power earnings applied to irrigation repayment 
Ph ORR EOS A RR TS A EEE eee eae tee 1, 139, 000 
6. Amount of total project obligation still due United States____-~ 10, 801, 111 
7. Number of years contracts have to rum____.-__--------_-___- (*) 
8. Net power earnings fiscal year 1950_.._-._.-_________-____-___ 86, 494 
9. How were net earnings used___________-_---- (7) 
10. Present value of power system of project: 
(a2) Original investment minus depreciation (approxi- 
“  , Biba SES TS CN ES SE ty LE LL * 2, 325, 000 
(6b) Average annual net power earnings (1941 through 1950, 
inclusive) approximately capitalized at 5 percent __--- ° 2, 944, 260 


1 No interest. 

? Water users pay annually 5 percent of gross crop return of previous 10-year average 
until obligations are completed, pursuant to act of Dec. 5, 1924. Contracts therefore have 
no potest repayment time. 

3 credit against construction-cost obligation. 

* Estimated on basis that replacements have kept facilities in good operating order and 
repiadessest provisions have been made to make replacements on facilities not yet requiring 
replacement. 

5 Since the Government borrows money at 244 percent, capitalization on 2%-percent 
basis would be $5,888,520. On the other hand, the usual repayment basis which the 
Bureau assumes is 50 years, and in this case the capitalization would be $7,360,650. 

The present value of the power system of the project on the basis of original 
investment minus depreciation is estimated to be approximately $2,325,000. 
This is on the basis that replacements have kept facilities in good operating 
order and replacement provisions have been made to allow for future replace- 
ments to the extent they have depreciated to date. 

The average annual net power earnings for the 10-year period 1941 to 1950, 
inclusive, capitalized at 5 percent is $2,944,260. Attention is called to the fact 
that the Government borrows money on approximately 214-percent basis. If 
the value of the property based on the average annual net power earnings for 
the 10-year period is capitalized on the 214-percent basis, the value would be 
$5,888,520. If on the other hand, the usual period of 50-year amortization is 
considered the value of the property capitalized on a 2-percent basis would 
be $7,360,650. 
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Mr. D’Ewarrt. That-is another way of arriving at the value of this 
plant, and the one usually used when you have to pay inheritance taxes, 
as you perhaps know. 

Mr. Sartor. Mr. Dominy, do the records of the Bureau confirm 
the witnesses who have testified that unless this power plant had been 
a feature in the original plans in 1917, this project, under the rules that 
the Bureau had at that time, would not have been feasible ¢ 

Mr. Dominy. I would answer that this way: That as long as they 
have been paying under a 5-percent contract which does not fix any 
annual installment in a fixed amount, but only as adjusted with the 
gross income, the chances are they could have gone along and met 
annual payments. However, they have had considerable help from 
the power revenues, which undoubtedly has made it a much better 
project; one that has developed much more rapidly than if they had 
to dig up that other 70 or 80 cents an acre a year from the land rather 
than from the power plant. 

I would not agree with the statement that the project would not have 
been successful. It would have been a more arduous task. It would 
have caused greater sacrifices among the earlier settlers than even 
was caused, because in any of our western developments the first 
family or two on the farms have a pretty rough struggle. 

The history on the North Platte is no different. It was started in 
1906, and we have had recurring problems of annual installments that 
could not be met in the early days. We have a history of three of 
four special actions that the Congress approved warding off the wolf 
from the door during those early days, “ne giving special moratoriums 
and funding O. & M. That was brought up to date in the 1926 con- 
tract, so you actually had a period of about 20 years, or at least 15, 
of hardship, while the things was getting established. 

Now, the power plants have been a very important and integral 
part of the project, and the power revenue has been a very helpful 
feature in the development of that great area out there. 

Mr. D’Ewarr. There are four irrigation districts, Gering-Fort 
Laramie ; Goshen, the Pathfinder, and the Northport District. 1 have 
prepared a series of questions for each district. 

First, the number of acres in each one of the districts. Can you 
give us that? 

Mr. Dominy. Yes. The current irrigable area, as approved by the 
Secretary of the Interior for those four districts, is as Pa sd the Ger- 
ing-Fort Laramie District is 55,000 acres; the Goshen Irrigation Dis- 
trict is 52,500; the Pathfinder Irrigation District is 102,500; the North- 
port Irrigation District is 13,600. 

Mr. Sayxor. That figure you gave us for the Northport Irrigation 
District is the figure after removal of the 2,500 acres which they 
disputed ? 

Mr. Domrny. That is right, Mr. Saylor. 

Mr. D’Ewarrt. The date of the original repayment contract. 

Mr. Dominy. That was among the things that your “opportunity” 
was not enough for me to get the information. It goes back to a his- 
tory of the development there. Some of the older districts, like the 
Pathfinder, were started back in 1906 or 1907. They had their first 
original 10-year contract. 

Mr. D’Ewart. Furnish that for the record, please. 

Mr. Domriny. Yes, sir. 
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(The matter referred to is as follows :) 


Gering and | 
| Fort Lar- | Goshen | Pathfinder; Northport 
amie irri- | irrigation | irrigation irrigation 











gation dis- district | district district 
trict | 
1. Number of acres in district irrigated_............... | 55, 000 52, 500 102, 500 13, 600 
2. Date of original repayment contract --__._......----. ee (?) (3) (*) 
3. Amount of contract, as amended _-___._._-_....-.-. $4, sis, 334 $4,585,812 $8, 992, 871 $1, 144, 409 
4. Amount paid on contract by water users - ------| 1,035,001 en 3,412. “2, 440, 592 a 34, 453 
5. Other credits, leases, ete____- piled 185, 570 | 158, 173 780, 440 151, Sas 
6. Amount paid on contract from pow ‘er reve nue are } _ O47 $36, 321 1, 589, 608 124, 534 
7. Total amount paid United States on contract _- 2,0 094, 04, 518 1,607,906 | 4,810, 640 310, 569 
8. Amount delinquent - ---_. bandh None None None None 
9. Amount still due United States on contract.._.| 2,723,816 | 2,977,906 | 4,182,231, 833, 840 
2 May 25, 1920. 2 May 24, 1926. 3 July 13, 1926. * Feb. 24, 1919. 


Mr. D’Ewarr. Now, the amount of the contract in 1926. 

Mr. Dominy. The 1926 contracts, which for our purposes here 
include all the construction obligations, funded O. & M., and in our 

$20,000,000 over-all figure it has funded O. & M. asa part of the con- 

struction, because actually that is what it amounted to as far as 
repayment purposes are concerned, so the amount of the basic 1926 
contract then for Gering and Fort Laramie was in the amount of 
$4,793,254 ; the Goshen Irrigation District, $4,586,891; the Pathfinder 
Irrigation District, $7,587,098; the Northport Irrigation District, 
$1,114,252. 

Mr. D’Ewarr. Now, the amount that has been paid on the contract 
by the water users out of irrigation earnings—not power, but 
water—— 

Mr. Domtny. I understand your question. 

Mr. D’Ewarr. By the irrigators themselves out of their earnings. 

Mr. Dominy. The amount actually paid in construction installments 
from construction assessments on the land, by the irrigation district, 
Gering and Fort Laramie, $1,035,001; Goshen Irrigation District, 
$613,412: Pathfinder Irrigation District, $2,440,592; Northport Irri- 
gation District, $34,453. 

Mr. D'Ewarr. How much was paid on each of these contracts 
from power revenues ¢ 

Mr. Dominy. The power revenue credits for each of those four 
districts, Gering and Fort Laramie—and I might interpose here that 
all of these figures that 1 am giving you on amounts paid by the water 
users and revenues are to June 30, 1950, because that was all that I 
had before me thismorning. We could bring that up to a more current 
date, but I believe that this will satisfy your needs—Gering and Fort 





Laramie, $873,947: Goshen Irrigation District; $836,321; Pathfinder 
Lrrigation District, $1,589,607; Northport Trrigation District, 
$124,534. 

Mr. D’Ewarr. Now, the balance due the United States on each for 
each district. 

Mr. Dominy. There are no delinquent accounts on any of these 
districts at the moment. 
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The Northport Irrigation District did have some delinquencies 
which of course were taken care of and refinanced under the terms of 
the special contract cleared with this committee in 1949. 

Mr. D’Ewarrt. Now, the balance due the United States on each of 
the contracts. 

Mr. Domriny. I cannot give you that now. I have not had time to 
break it down. Would it suffice, Mr. D’Ewart, if I gave you the 
total amount paid for the whole project, with the amount left unpaid, 
or do you want it particularly by irrigation districts? 

Mr. D’Ewarr. You can furnish it for the record. 

Mr. D’Ewarr. Then, I would like also the amount of credit that 
will be given each district if this bill isenacted into law. 

Mr. Dominy. That credit would amount to $29.56 for each irrigable 
acre. 

Mr. D’Ewarr. Could you give it to me for each district ? 

Mr. Dominy. For Pathfinder, $2,958,837; for Goshen it would be 
$1,556,698; for Gering and Fort Laramie, $1,626,734; for Northport, 
$403,828. 

Mr. D’Ewarr. Will you complete the table for the record ? 

Mr. Dominy. Yes. 

Mr. D’Ewarr. Just what does the Federal Government get for this 
$6,636,000? Just what are we buying? Is it going to be a credit 
against the debt to the United States? What will the taxpayer get, or 
Uncle Sam get, because of the approval of this contract for $6,636,000 ? 

Mr. Dominy. I would like to make a summary answer, and if Mr. 
McPhail would care to supplement it I would be pleased to have him 
do so. 

For the $6,636,000 the water users convey to the United States their 
rights to the power revenues in the Guernsey and Lingle power plants 
and transmission lines. 

Mr. D’Ewarr. That will be how much? 

Mr. Dominy. Well 

Mr. D’Ewart. I just want to know what I am paying for as a 
taxpayer. 

Mr. Dominy. Let me finish my statement. 

In addition to the actual release of their rights in the existing plants 
at Lingle and Guernsey, they also would get out of the picture insofar 
as any further developments using Pathfinder Dam are concerned, 
which is one of the structures they are paying for with this $20,000,- 
000. We are dropping water through Pathfinder Dam, which is 
a feasible power drop but now without a power plant. If this pro- 
posed settlement went through and the Congress elects to authorize a 
power plant at Pathfinder, it could be constructed without hindrance 
from the North Platte project insofar as any question of the irrigation 
districts receiving benefits from the power produced there is concerned, 
We, of course, would still have to abide by their irrigation rights. 

Mr. D’Ewart. That Pathfinder Dam is purely an irrigation dam? 

Mr. Domrny. It is purely an irrigation structure at the moment. 
It has no power plant at the dam, though it is a good power site. 
That is one of the structures that the Bureau thinks probably can 
be justified in our over-all development of the Missouri Basin. 

Mr. Saytor. Were there penstocks installed in that dam ? 

Mr. McPuat. No, there were not. 
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Mr. Dominy. We are in effect clearing the river for any power 
development that the Bureau 

Mr. DD Ewanr. If this were a private deal, you would say that we 
were buying good will ¢ 

Mr. Dominy. We also are buying any rights they may have in any 
other power-producing facilities that we might want to put on the 
North Platte River, from the dropping of irrigation water, which is 
clearly theirs under State law, through those facilities. 

Mr. D’Ewarr. That is what we get for the $6,000,000 ¢ 

Mr. Dominy. That is as I understand it. 

Mr. Mitzer. Does not the $6,600,000-plus actually belong to these 
irrigation districts now, and the money they will get will be merely a 
transfer of credits on irrigation ¢ 

Mr. Dominy. Well, the rights to power revenues that are associated 
with Guernsey and Lingle plants are clearly theirs to the extent that 
those revenues continue to accrue through the operation of those 
plants. They are clearly revenues to be applied to the irrigation con- 
struction cost assumed by the four districts. 

Mr. D’Ewarr. What we are trying to find out is what they have to 
trade. What do they have to trade? After all, these transmission 
lines and these power plants all belong to the United States and they 
are paid for fully and the title rests 100 percent in the United States. 

Mr. Dominy. That is quite right. 

Mr. D’Ewarr. They do not have those to trade. They have certain 
power revenues, as near as I can get, which amowited to $80,000 2 
years ago, that come from a project wholly owned by the Federal 
Government, but which are claimed by these irrigation districts. 

Mr. Domriyxy. Wholly owned in title by the Federal Government, 
but under the premise that the Federal Government built it strictly 
for the irrigation districts, and they—the districts—are obligated to 
pay the full costs, including the power facilities. 

Mr. D’Ewarr. In return for waiving our rights to $80,000 in 1951, 
we give them a credit of $6,636,000: is that right ? 

Mr. Domriny. They give up their rights to any further revenues 
from the Lingle and Guernsey plants. They also waive their rights, 
if any, they might have on water dropped through other power plants 
that might be built on the North Platte River; water which is coming 
down the stream to supply irrigation-water requirements. 

Mr. D’Ewarr. Did you recommend this deal ¢ 

Mr. Dominy. Congressman D’Ewart, this matter was cleared with 
Secretary Krug as a proposed power settlement deal on February 9, 
1949. It was cleared with Secretary Krug on the basis of approving a 
plan to offer to settle with the four districts on the basis of $6,600,000. 
At that time there was no amendatory repayment contract feature 
presented to the Department. It was a straight power-purchase 
proposal. 

As the negotiations proceeded, and the need for the adjustment of 
the old 5-percent contract came into the picture, when it was next 
presented to the Department for clearance, it combined the power- 
purchase features with the proposed amendatory repayment contract, 
plus an adjustment of the rehabilitation and betterment program, 
which constitutes a considerable reduction in the amount that the 
Federal Government proposes to spend 6n rehabilitation and better- 
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ment. That combined proposal as embraced in H. R. 6723 was cleared 
with Assistant Secretary Warne on September 14, 1951, and approved 
as to form. In other words, insofar as the Department of the Interior 
is concerned, the commitment to support this plan was made as of 
September 14, 1951, and it went to the vote of the water users following 
that date. 

Today, as a departmental spokesman, I have no position upon the 
merits of the bill because the Bureau of the Budget has not authorized 
us to take a position. 

Mr. Mitier. You say that the net revenues in 1951 were about 
$80,000 2 

Mr. Dominy. Yes. 

Mr. Mitier. Now, the districts are obligated to pay for the project 
at Lingle and Guernsey / 

Mr. Dominy. The cost of those plants, ves: 
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Mr. Mitter. How much do they presently have in the cost of those 5 
plants?) How much have they paid back ¢ : 
Mr. Dominy. The cost of those plants is in the $20,000,000 project : 

gi 


cost. 
Mr. Miurrr. Actually. for the $6,600,000 in this bill they are also 
buying whatever assets they might have in those plants? 

Mr. Dominy. In the future operation of those plants. 

Mr. D’Ewarr. $80,000 on $6,000,000 is about 114 percent, which 
would not be a very good investment for me. 

Mr. McPuaw. There are other things, I think, Mr. D’Ewart, that 
need to have consideration. It is hard to place a money value on them. 
There is a considerable nuisance value in connection with the problem 
of rate levels in the area, and the responsibility for supplying the 
markets of the area. The market is growing rapidly, and under this 
arrangement, if finally agreed upon, that market can be continually 

railable to the United States for the output of other developments 
that are being made in connection with the Missouri Basin. 

Mr. Mriier. I took it from the statement of the men here vesterday 
that they were not power experts; they were irrigators, and maybe 
they have something here that they would like to trade, because it is a 
little difficult for them to operate it. 

Mr. D’Ewarr. If I had money invested at 114 percent I would like 
to trade it, too. 

Mr. Dominy, give me the tables when you have them completed. 

Mr. Dominy. Thank you, we will do so as soon as possible. 

Mr. Sartor. I have just been handed a statement which purports 
to be sales and expenses of the North Platte power system for the 
year 1951, which shows total sales of electrical energy of $521,516.15; 
expenses of $402,542.02; net operating revenue, $123,095.18, plus col- j 
lections for December 31, 1950, $6,102.92, or a total net revenue for 
the year 1951 of $129,202.10, This was reported by the United States 
Bureau of Reclamation, Casper, Wyo., on February 25, 1952. 

Mr. Domriny. Yes. The figure that Mr. Matthews gave, the $80,000 





figure, was based upon 1950. The table that you have is 1951, 
apparently, 
Mr. D’Ewart. What I asked in the question I propounded was the 
10-year average. I think that is a fairer basis of earnings. 
Mr. Dominy. We will fill out the table, Mr. D’Ewart. 
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Mr. Mvrvock. According to our unanimous-consent agreement, we 
have now reached the hour for closing. Are there any other gentle- 
men from a distance, Mr. Miller, that we should note the presence of ? 

Mr. Mivver. I do not think so. Is there anyone here who wants 
to add anything to this testimony this morning ¢ 


STATEMENT OF HARRY W. BASHORE-—Resumed 


Mr. Bastiorr. I live in Mitchell, Nebr., on the North Platte River, 
which supplies water for the North Platte project. In my previous 
appearance before this committee I neglected to recognize an old 
acquaintance of mine, Mr. Bow. 

This is not a question of public power versus private power. i 
braska is a public power State. That question was oy of : 
long time ago, and Nebraska normally will follow the Republican 
philosophy of government. 

The question ‘of the disposal of this plant was not initiated by the 
Bureau of Reclamation. These people whom L represent and am 
speaking for at this time knew that they were in a squeeze. The 
REAs were claiming that they must have lower rates and were able 
to get them from surrounding areas—the Colorado-Big Thompson 
and the Missouri area and the projects in Wyoming. 

Now, what are they going to do about it¢ The Government ini- 
tiated this project, and the people went into it in good faith and 
pledged their land for it, and it was a good deal. It would have 
been a good deal today if these revenues had continued at the rate 
they started, and I would not be recommending the deal to other 
water users, or to this committee of Congress. But through no fault 
of the districts they are in a squeeze where they cannot maintain 
their markets and they cannot hold their customers in competition, 
and the only agency that can handle it is the Federal Government 
because the Federal Government controls all the power surrounding. 
These people are up against it. They have attempted to make a 
record here. We have reached an amicable agreement. I think the 
deal is fair to both sides. It is worth more to the Government than 
to anyone else because the Government can integrate this power, which, 
by the way, is not altogether firm power, into a system and make 
firm power out of it, and if these rates are to be reduced these water 
users are going to get into trouble in a few years. 

They have made the record here, and the ‘vy will be back here to talk 
to you about it, and you will see that what we have told you at these 
hearings is the truth. We are trying to avoid any disagreeable im- 
portunities from relief of payment. These people want to maintain 
their good credit standard with the Government. 

These districts that I represent—three of them—have dealt with 
the Bureau of Reclamation, and we have no fault to find with them. 
They have had a lot of seraps with the Bureau and others in the past, 
but they have some pride in maintaining their credit. 

If there is any question in anyone’s mind about the fairness of 
this deal, I can say to you, so far as T am concerned, that I have no 
question at all, because I think it is a fair deal. It is a fair deal 
and it is a square deal. The people want it. We are here for that 
purpose. We initiated it in the first place. Tam speaking only as a 
citizen of the State of Nebraska. 
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The directors asked me to participate in the hearings. It does not 
cost them anything. I was glad to do it because I grew up on the 
project. I know its history from its start in 1906. I know their 
trials and troubles. 

Mr. Dominy very properly said the power revenue was of great 
assistance, and by granting that assistance the project has developed. 
The farms have had money with which they could make their im- 
provements and Luild up their fertility. We want to maintain our 
credit with the Government today. 


I thank you very much. 

Mr. Murpock. We thank vou for that statement, Mr. Bashore. 
What you say is very persuasive with me personally. 

Mr. Basnore. Thank you, Mr. Chairman. 

Mr. Murvock. The time for adjournment has arrived. 

The committee will stand adjourned until the call of the chairman. 

(Whereupon, at 11:35 a. m., the committee adjourned subject to 


the call of the Chair.) 

(Comirree Notr.—The following letter subsequently was received 
from the Secretary of the Interior with reference to the testimony of 
I. J. Matthews, district manager, Bureau of Reclamation, Casper, 
Wyo., on H. R. 6723 :) 

DEPARTMENT OF THE INTERTOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 1, 1952. 
Hon. JoHN R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Murpock: I am writing in regard to the reported statements 
of Mr. I. J. Matthews, district manager, Bureau of Reclamation, Casper, Wyo., 
who appeared before the House Committee on Interior and Insular Affairs on 
April 26, 1952. I understand that on that occasion Mr. Matthews answered 
afiirmatively to a question as to whether or not he had stated before a water 
users’ meeting in Northport, Nebr., on December 13, 1951, that the Federal 
power program is socialistic. I deeply regret the occurrence of this incident 
and its totally unfair implications. 

I believe it to be necessary that the record of the incident include this ex- 
pression from me of my categorical repudiation of any assertion that the Federal 
power program may be termed socialistic. Further, I have had the matter in- 
vestigated and I believe the record should include the following pertinent ex- 
tracts from a report of the Commissioner of Reclamation to me. 

“From such evidence as we have, it appears that the word ‘socialistic’ was 
improperly used by Mr. Matthews. Such characterization was unnecessary, 
certainly was outside his authority, and was in no sense proper as a repre- 
sentative of the Bureau of Reclamation engaged in contract negotiations. He 
should have merely cited the law without judging the politicial connotations 
untruthfully or inaccurately. 

“It may be that in his zeal to carry out the instructions coming from higher 
authority in the Bureau and the Department to seek to achieve a satisfactory 
contract, he was advising water users that whether or not the proposed contract 
might be interpreted by some to be socialistic in aspect, that nevertheless it was 
his duty as an official of the Bureau of Reclamation to work out a contract 
mutually satisfactory to both parties. I know of no proper basis as expressed 
by any higher official within the Bureau of Reclamation for his statement that 
the proposal was socialistic in nature. Actually, in this instance it would appear 
that wide distribution of Reclamation power at low cost as required by law, 
is improperly termed ‘socialism.’ 

“IT have no brief for Mr. Matthews’ unnecessary and improper use of the 
word ‘socialistic.’ ” 

Commissioner Straus also furnished the comments of Mr. Harry Bashore, 
former Commissioner of Reclamation, who was present at the meeting in North- 
port when Mr, Matthews spoke. Mr. Bashore stated: 
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“I remember what he said. He admitted he said something in Washington 
that I think he did not say. If Matty had said at Northport what he was pur- 
ported to have said, I would have gotten after him right there. He said—'It is the 
obligation and the duty of a Government agency to carry out the law and policy 
of the administration in the disposal of the power. Congress sets up the laws; 
administration sets up rules—and whether they be socialistic or otherwise that 
it is the duty of the Bureau of Reclamation to carry them out.’ He didn’t say 
it was a socialistic program. They make a great to-do about nothing. Matty 
got confused and admitted things he never said at all. He could have challenged 
the authenticity of that record and he could have referred them to Storm (Mr. 
Gordon Storm) and me and we wondered why he admitted something he did 
not say.” 

I know that you and the other members of the committee will be interested 
in these views on this unfortunate occurrence. 

Sincerely yours, 
Oscar L, CHAPMAN, 
Secretary of the Interior, 
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THURSDAY, MAY 15, 1952 


CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
SUBCOMMITTEE ON [rRIGATION AND RECLAMATION, 
t Washington, D.C. 

The subcommittee met at 10 a. m., Hon. John R. Murdock presiding. 

Mr. Murvock. The Subcommittee on Irrigation and Reclamation 
will come to order for the consideration of two bills. 

In case any members need to leave, 1 want to make this little 
announcement that I think the first order of business in the House 
today will be a vote on the rule for the consideration of the Puerto 
Rican constitution. That is my understanding, and I hope that all 
members of the Interior and Insular Affairs Committee ean be present 
to help out in its consideration. I hope the rule is adopted, and then 
we can have more time on the constitution itself so that the friends 
of the constitution may explain it fully and in that way give it more 
consideration. 

Mr. D’Ewarr. May I make a remark off the record ¢ 

Mr. Murpock. Yes, off the record. 

(Discussion off the record.) 

Mr. Murpock. We have two bills listed. Dr. Miller calls my at- 
tention to H. R. 6723, which bill has been considered by the sub- 
committee without final action being taken. 

Dr. Miller, would you like to make some further comment on 
H. R. 6723 ¢ 

Mr. Mitcer. Merely to say that the bill had hearing on April 
24 and 26; it involves the four irrigation districts in western Ne- 
braska, transferring their power revenues to the Interior Depart- 
ment. The districts initiated the procedure and it is brought about 
because Nebraska is a public power State entirely and the REA’s 
and other power irrigation districts surrounding these districts are 
sort of squeezing these people. So after negotiations over a couple 
of years three of the districts have agreed to it, and the fourth one 
we would like to take out of the bill. They have contracted to sell 
their power revenues from the Gering and Fort Laramie Irrigation 
District, the Goshen Irrigation District, and the Pathfinder Irrigation 
District to the Government for $6,600,000, They held conferences in 
these irrigation districts—now, this was their property to do with as 
they wished, but they were squeezed. I feel it was undue pressure put 
upon these irrigation districts, so they had to do something. There 
was nothing they could do, I think, except to accept the deal. They 
held meetings, and then they held a referendum in the districts, and 
three of the districts voted about 94 percent for it—that is—to take 
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the proposition of the Federal Government of $6,600,000 and relin- 
quish their rights to the power revenues and earnings from these dams. 

The Interior Department thinks it needs some “approval by Con- 
gress. The irrigators have made an agreement with the Government, 
and it has been approved by the Department of the Interior, and the 
districts have approved of it by a vote, and they are in here asking us 
to give approval to the contracts w hich were negotiated with the three 
districts 1 mentioned. Now, the Northport Irrigation District, I 
would like to move to take them out of the picture entirely. I would 
move to take out all reference to the Northport Irrigation District. 

Mr. Crawrorp. Northport wants to come out 

Mr. Mitxer. Yes. The Department would like to keep them in but 
I think they have a just claim for coming out. Those people out there 
wanted them out. 

Mr. Recan. Is the Department the one that is forcing them into this 
position ¢ 

Mr. Miter. I think it is. Unfortunately these folks have no place 
togo. They have set up power rates surrounding these districts which 
are lower than those of these districts. Of course, in selling, the 
irrigators will get a little cheaper price and it will integrate the ‘whole 
system out there into one power system. But actually I think the 
Department put the squeeze on these people, and after a couple of 
years of negotiations they said “We are going to be raped anyway.’ 

T think the farmers will be badly hurt if they do not do it because they 
are not power people, they are irrigators, and I think they would like 
to get rid of something they do not know too much about. 

Mr. D’Ewarr. On that, the fellows who have known nothing about 
power have run these districts at a very handsome profit. 

Mr. Mitier. That is true. But now they are selling power all 
around them cheaper than what these people can sell it. 

Mr. Rrean, Are we going to let this Department go out and take 
over the power business of the country / 

Mr. Mitier. Nebraska is a public power State, and these people 
are surrounded by the REA’s and public power. One of these dis- 
tricts is in Mr. Harrison’s district in Wyoming. His people voted 96 
percent to go through with the bill. These people own it, understand, 
and they have a right to trade it, do what they want with it. They 
have agreed—whether it is a good deal or not I do not know—but 
that is the horse trade they want made. 

Mr. Recan. You are eliminating one of the outfits. Are you re- 
ducing the consideration ? 

Mr. Mitier. No. They will get a continuing appropriation under 
a bill passed in 1948 of $8,000. They are guaranteed that under 
separate legislation passed heretofore. They have 5 years to sort of 
consider this thing and decide what they want to do. It is agreeable 
to all the others, except perhaps the Department. 

Mr. Creawronp. And the Northport area. they have a profit-partici- 
pating plan, from this whole operation, which will give them bene- 
fits—they think they have it. 

Mr. Mvurvock. Not being present at the time that this was discussed 
by the subcommittee I am not too familiar with it. But Ihave agreed 
to preside over this subcommittee while Congressman Engle is in 
California. 

Mr. D’Ewart. 
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Mr. D’Ewarr. I wanted to make a comment on this because this is 
something that has never happened before in this committee. Here 
is a project which was built about 25 years ago; included in it are two 
sma ’ 






| power plants. The power plants actually cost, 25 years ago, 
$2,325,000. ‘Those power plants have been selling power to these irri- 
gation districts at 11 mills and have been making a handsome profit 
out of it over the years. Mr. Miller is not quite correct when he says 
these irrigation districts own these properties. Title rests in the 
United States. They only have, under some strange procedure that 
has not been explained, the right to the revenues. The power revenues 
have been applied on the irrigation costs of these irrigation districts 
over the years, and there has been paid on the investment some $2,000,- 
000, if I remember it correctly, on the irrigation costs. 

In other words, to put it another way, half of the cost of this irri- 
gation district has been paid off over the years by the earnings from 
this power project. 

Mr. Crawrorp. Will you yield ? 

Mr. D’Ewarr. Yes. 

Mr. Crawrorp. The users of the power—that is, the farmers 
have paid off this cost by making a contribution to the power 
companies ? 

Mr. D’Ewarr. By buying the power which they used. 

Now, this bill proposes today to buy these power revenues from 
a power project that cost $2,300,000 25 years ago for $6,600,000. We 
are not going to pay them the cash: we are going to give them a 
credit on the amounts due on irrigation from the irrigation districts 
to the Federal Government. I do not hardly blame them for selling 
out under those conditions. But there is more to it than that. As 
Dr. Miller has indicated, the Bureau of Reclamation has come into 
this surrounding area with a cheaper power rate. They are contem- 
plating offering their power at this time for 7 mills. They are crowd- 
ing this small power company until their earnings have gone down 
over the Jast 3 or 4 vears, and if they do not get out pretty soon the 
Bureau of Reclamation is going to break them. 

Mr. AsprnaLu. Will the gentleman yield for a question / 

Just how is it that we arrive at the amount of the purchase price ¢ 

Mr. D’Ewarrt. I have the statistical data furnished me by the 
Bureau of Reclamation. I submitted 10 questions to them, and one 
of the questions is the cost allocated the power, and I have it broken 
down if you want it. I got that figure, $2,325,000 from the figures 
that were submitted to me. 

Mr. Mitzer. There is also the possibility of developing power in 
the Pathfinder Irrigation District Dam which has no power units 
now, but would clear that for development of power if they so desire. 

Mr. D’Ewarrt. This irrigation district finds itself in this peculiar 
situation : Over 25 years the power earnings from this profitable power 
plant system has paid off half of their reclamation costs. If this 
power company is destroyed this reclamation project is going to go 
into the red and we are going to have to do something about them by 
some other method, and it is being destroyed by action of the Bureau 
of Reclamation in crowding them with lower rates. The Bureau, in 
order to make everybody happy, has agreed to recommend that we 
give this district a credit on their irrigation costs of $6,636,000, which 
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will put these irrigation districts in such a nice condition that they 
will not go into the red during the remaining period of their pay-off 
period. 

Mr. Asprnaty. How did they arrive at this $6,636,873? Is that the 
amount hecessary to subsidize the irrigation district in order to put it 
in the black and keep it in the black ? 

Mr. D’Ewarr. That was reached by negotiation over the years be- 
tween the irrigation district managers and the Bureau of Reciamation. 
I cannot tell you what it is based on. I asked for a valuation of this 
plant, first on original investment minus depreciation, arid second an 
average annual net power earning, and neither of these figures reached 
$3,000,000. 

Mr. Asprnauti. My position is that that figure of $6,000,000-plus 
has nothing to do with the value of the power plants at the present 
time; it has nothing to do with any future earnings that might come 
out of these power "plants, but it is a figure whic h is nee essary to set 
aside for this district in order to make the pay-off period feasible ; 
is that correct ¢ 

Mr. D’Ewarr. I think it is a fair statement. 

Mr. Mitrer. I think you feel that these districts are in the red; 
they are not. 

Mr. Aspinavu. LT understand. I understand that they will be in 
the red provided we continue this present situation. 

Mr. Mitigr. That is right. 

Mr. Asprnaut. We do not need to criticize the Bureau of Reclama- 
tion in this respect because every move that they have made in the 
power situation in areas adjacent to and a part of this whole area 
has been done by policy established by Congress; is that not right ? 
In other words, the Bureau has not stepped outside of its canied ity ¢ 

Mr. D’Ewarr. No, they have not broken the law; but they have 
morally done wrong. 

Mr. Murpock. You have reference, Mr. Aspinall, to the preference 
purchases of municipalities and REA’s? 

Mr. Asptnauy. And also the construction of projects which provide 
for the development of cheaper power. 

Mr. Buper. Will the gentleman from Montana yield ? 

Mr. D’Ewarr. Yes. 

Mr. Bune. | would like to know when, if ever, Congress authorized 
this postage stamp rate for power which has been used here to put this 
group of irrigators out of business ? 

Mr. Asprnatn. I cannot answer that, but it seems to me with the 
production of cheaper power, if you are going to give it to the people 
to whom it is entitled under the law you can arrive at any procedure. 

Mr. D’Ewart. I said that I thought that they had been ethically 
wrong. Here is “where I think they are wrong. The law, whether it 
states so definitely or not, indicates that they are not to freeze out the 

mall farmer-owned projects, that they will recognize their territory 
and leave it alone. We have an REA that served part of my territory. 
The REA came in and bought a project because of the ethics of the 
situation. Whether it is in the law or not I could not say. But that 
is what they are supposed to do. They are not supposed to break a 
small farmer-owned power plant. That is what they are doing here. 

Mr. Asptnatt. My position is this, that in order to continue the 

feasibility of this project, and also to permit the people of this area 
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to have cheaper power, we must go ahead just as if this were a re- 
habilitation project. 

Mr. D’Ewarr. That is what I am coming to, and I am going to pro- 
pose an amendment to bring this thing out. This is a strange situa- 
tion, and I thought the committee should understand clearly just 
what has happened here because it is not right that such a thing should 
be permitted. 

I want to make one more point: The Bureau’s one witness has indi- 
cated here that if we approve this purchase of the power earnings of 
the project that they already own for $6,636,000 they are going to 
come back and ask for $10,000,000 to rehabilitate the project. I made 
some inquiries about that and I was told by an authority that I believe 
is entirely right that the actual figure is going to be $30,000,000 to 
rehabilitate and distribute power through this area. I am going to 
offer an amendment at the proper time that such extension and ad- 
ditions to this power plant and transmission will have to come back 
to the Congress for authorization. They have not laid their cards on 
the table. I think that we have to bail this project out because of 
what the Bureau has done. I do not like it. 

Mr. Reean. Will you yield? 

Mr. D’Ewarr. Yes. 

Mr. Reean. If you are going to condone this sort of thing it is 
going to spread out all over the country. Why can’t we tell the De- 
partment they have gone too far? 

Mr. Mintzer. I think you should remember this, that this came 
from the farmers out there themselves, they initiated it, they asked 
for negotiations, and this thing came out of it, this figure of $6,000,- 
000-odd. The Department was very hesitant over a period of a year 
or a year and a half about approving it. A vote was taken by the 
entire districts after they knew the facts, and they voted close to 
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90 percent for it. The Pathfinder Dam, that must come before 
Congress. 

Mr. 1 Ewarr. I will offer an amendment. 

Mr. Murpock. Dr. Miller has suggested that if we are not quite 
sure of any proposed amendments that ought to be adopted to this 
bill that it be left up to Mr. Peden and Mr. Carr. 

Is that your pleasure, or do you have an amendment ? 

Mr. D’Ewarr. May I make one more comment? I would like 
to comment in this way: This is a project on the upper end of the 
North Platte River. One of the early projects, in an area that is a 
good area, good soil. It would seem to be a very feasible project, 
built at a time when construction costs were very low, and lo and 
behold we find that over 25 vears it has not been able to return its 
cost to the Government by 50 percent: 50 percent of what has been 
paid into the Government has been returned from power earnings. 
Second, it cannot go on without a large subsidy in order to make it a 
feasible project. I think it is disturbing to every one of us who be- 
lieves in developing these irrigated areas that irrigation under the 
Bureau of Reclamation has gotten into this sad situation, 

Mr. Asprnauu. Is it not true, though, that the production from 
the areas incorporated within these irrigation districts have con- 
tributed to the national interest to such an extent that their values 
cannot be determined as of this time, but they are substantial values? 
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Mr. Miuirer. The whole area would be sage brush and sand hills 
if it were not for irrigation. 

Mr. Buver. Mr. Chairman, I have two questions that I would 
like to see answered here a little more completely: First, with regard 
to this Northport Irrigation District, their witnesses testified, as I 
understood them, that without this revenue coming from the power 
they would not be able to deliver the water to get it on the land. 
They say they are just barely getting by now with an 11-mill rate 
for power. The Government drops that down to 7 mills, if that 
happens I am wondering what happens to Northport. 

Mtr . Mitier. They would get $8,000 under legislation we passed 
some time ago. 

Mr. Buper. That would be an additional subsidy, then, from the 
Government ¢ 

Mr. Mitxier. That would be their part, not coming into this agree- 
ment. 

Mr. D’Ewarr. I would like to ask the doctor if that $8,000 is in 
perpetuity. 

Mr. Mutter. Under this act, unless it is changed, it is: yes. Their 
share was $11,000, nearly $12,000. 

Mr. Buper. As I understood their witnesses, they could not con- 
tinue to operate. 

Mr. Mitier. They would have to have at least the $8,000, 

Mr. Buper. Where does the Government come out on thtisdeal? We 
have a power plant that has made $2,000,000 in 25 vears charging 11 
mills for power. Now, the Government is paying $6,000,000 plus for 
that power plant and it is going to charge 7 mills for the power. That 
would take over 100 years to pay out on a deal like that, as I see it. 

Mr. Mitier. ‘The Government, of course, gets the power revenues 
out of the dams, the two dams, and anything that might develop out 
of the Pathfinder Dam. They get the interest in the line, the good will, 
and the busine ; is already set up, which these people now own and 
could control: and in addition the Government would get an integreted 
power system in western Nebraska. ‘These people are charging con- 
siderably more than the 7 mills, and they are not power people. It 
would all be put into a postage stamp rate—it would not be a postage 
stamp rate because they propose 714 mills. 

Mr. Bupor. If they charge 11 mills they would be selling the power 
from that plant at 7 mills— 

Mr. Miurer. I think the Government feels that over a period of 
years to integrate their system that there is an advantage to it, and it 

can be cheaper. Whether that is true, or not, I do not know. I think 
there is some question about it. 

Mr. Bupver. Has the Department ever indicated to you how long 
it would take to pay—for the Government to get this $6,600,000 # 

Mr. Minter. IT donot know. They will always furnish power, some- 
body will be furnishing power there. 

Mr. Buner. When you get into 100 years to pay back on a deal like 
this, that is something. 

Mr. Murpvock. Congressman D’Ewart, do vou have an amendment, 
a specific amendment ? 

Mr. D’Ewarr. Yes; I have a specific amendment. 
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On page 4, following line 8, a new paragraph: 
(c) No extension, enlargement, or addition at any hydroelectric plant, trans- 
mission line, or accompanying works on the Gering and Fort Laramie Irrigation 
District, the Goshen Irrigation District, the Pathfinder Irrigation District, or 
Northport Irrigation District shall be built or contracted for until such extension, 
enlargement, or addition have been authorized by Congress. 

Mr. Miter. I have no objection to that amendment; I think it 
should come to Congress. 

Mr. D’Ewart. In view of the large sums that will be required. 

Mr. Mvrpock. But perhaps you think it is superfluous or 
repetitious ? 

Is that amendment satisfactory to you, Dr. Miller? 

Mr. Mier. Yes. 

Mr. Meurvock. Without objection, the bill will be considered as read 
for amendments. 

You have heard the amendment offered by Congressman D’Ewart 
on page + following line 8. What is your pleasure with regard to the 
proposed amendment 4 

Mr. D’Ewarr. I move the adoption of the amendment. 

Mrs. Bosone. TI second the motion. 

Mr. Murpock. The motion has been made and seconded. <All in 
favor make it known by saying “aye.” 

Those opposed, “no.” 

It is so ordered. 

Mr. Mitier. Iwould like to move that it be amended to exclude all 
reference to Northport Irrigation District including any funds to 
be paid to the distrrict, and that Mr. Carr and Mr. Peden be directed 
to amend this bill, submit the wording to the committee. We have 
discussed that with them. It is in the title on page 3. It is not too 
hard to take out the Northport Irrigation District. If that is satis- 
factory with the committee, I think Mr. Peden and Mr. Carr can do it. 

Mr. D’Ewarr. You do not want to strike out the reference where it 
says to pay them $8,000? 

Mr. Miter. No; that is in the legislation now. 

Mr. Murpocx. You have the proposal in the nature of an amend- 
ment. What is your pleasure? 

Mr. Mitier. I move it be adopted. 

Mr. D’Ewarrt. I second the motion. 

Mr. Murpock. All those in favor let it be known by saying “aye.” 

Those opposed say “no.” 

The ayes have it, it is so ordered. 

Mr. D’Ewarrt. I now ask Dr. Miller be permitted to extend his re- 
marks at this point. 

Mr. Murpock. It is so ordered. 

Mr. Mituer. I move that the bill be reported to the full committee 
for proper action at the proper time. 

Mr. Murpock. All in favor, let it be known by saying “aye.” 

Those opposed, “no.” 

It is carried unanimously. 

Mr. Buper. I want to be recorded as voting “no” until I am satisfied 
that the Northport Irrigation District is not going broke, which I 
think it is. 

Mr. Murpock. The Chair modifies the preceding statement. The 
“ayes” appear to have it. The bill is reported. 
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